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THE TRUTH ABOUT THE I.W.W. 


The American public has been frightened by the impressionist 
school of reporters and magazine writers into vital misconception 
and tremendous overestimate of the power and significance of the 
Industrial Workers of the World. This is the one outstanding fact 
revealed by the eighth annual convention of that organization held 
in Chicago late in September. It is proposed in the foliowing paper 
to review the evidence in support of these assertions mainly by 
reference to that furnished by the convention itself, supplemented 
by facts verifiable through observation and testimony of members 
of the organization. 

The first significant fact revealed by this convention, and by the 
whole history of the I.W.W. as well, is that this body, which claims 
as its mission the organization of the whole working class for the 
overthrow of capitalism, is pathetically weak in effective member- 
ship and has failed utterly in its efforts to attach to itself perma- 
nently a considerable body of men representative of any section of 
American workers. 

In spite of eight years of organizing effort and unparalleled 
advertisement, the official roll of the convention indicated that its 
present paid-up membership entitled to representation does not 
much exceed 14,000 men, while the actual constitutional representa- 
tion on the convention floor was probably less than half that 
number. Nor was there anything to make it appear that this was 

785 








786 JOURNAL OF POLITICAL ECONOMY 


regarded by the leaders or members as an exceptional or disappoint- 
ing showing. The fact is, impossible as it may seem to those who 
have read the recent outpouring of alarmist literature on the sub- 
ject, that this number probably comes near to representing the 
maximum, permanent, dues-paying membership at any time con- 
nected with the organization. For notwithstanding extravagant 
statements made in the past and a present claim of an enrolment 
approximating 100,000," it is admitted by the highest official of the 
Industrial Workers that up to the time of the Lawrence strike 
the membership never reached 10,000, the highest yearly average 
being but 6,000; and the convention debates indicated clearly 
that the great bulk of those enrolled during that strike and 
in the succeeding period of unusual agitation and activity have 
retained no lasting connection with the organization. It was 
shown that the effective force of the union at Lawrence is already 
spent. The representatives of the whole textile industry, indeed, 
cast but 31 votes in the convention, developing the fact that the 
total paid-up membership in this line of work probably does not 
now exceed 1,600,3 and a communication was received from one of 
the local unions still remaining at Lawrence complaining of the 
methods of the organization and threatening adhesion to the 
American Federation of Labor. At Akron, again, where during 
the rubber strike early this year apparently more than 6,000 were 
added to the roll, the convention vote cast indicated a present 
membership of 150 or thereabouts, and statements on the floor 

* The actual membership of the I.W.W. is unknown even to the officials. The 
records of the general office show an average paid-up membership for the year of 
14,310. It is estimated that local and national bodies have an additional dues-paying 
membership of 25,000 on which no per capita tax has been paid to the general organiza- 
tion, and that there is, besides, a nominal non-dues-paying enrolment of from 50,000 
to 60,000. The truth seems to be that 100,000 or more men have had I.W.W. dues 
cards in their possession during the past five years. How much of this outlying 
membership fringe is now bona fide it is impossible to estimate. Some part of it repre- 
sents members out of work or on strike and therefore temporarily unable to pay dues. 
Even this portion, however, is organically ineffective and is constantly dropping out. 
We seem justified therefore in taking the actual paid-up membership as the nearest 
approximation to the permanent effective strength of the organization. 

* The membership now claimed at Lawrence is 7oo. After the strike it was said 
to be 14,000. 

3 By constitutional provision one vote is allowed in the convention for every 50 
members or major fraction thereof. 
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revealed the fact that most of those who joined at the time of the 
strike did not retain official connection with the union long am, 
to pay the second assessment of dues." 

Evidence to the same general effect might be multiplied almost 
indefinitely. Everywhere the history of the organization has shown 
this same inability to maintain a stable and growing member- 
ship. There are without doubt reasons for this fact apart from 
the special character and methods of the I.W.W., but these are 

\ beside the point. The point is that by reason of lack of sufficient 
;membership this body is and seems destined to be utterly inade- 
|quate to the tasks which it has set itself to accomplish. It aims 
‘to educate and organize the working class and claims to have 
discovered the effective ideals and organic basis to this end, but 
during eight years of strenuous effort it has succeeded in reaching 
and holding less than one in 2,000 of the workers of this country 
alone. Its first great organic tasks, if it is to attain this end, are 
the displacement of the American Federation of Labor, the railway 
brotherhoods, and the Socialist party, but it has not been able to 
organize effectively for these purposes a body of men equal to 
1 per cent of the membership of the American Federation alone, 
or to one-sixtieth of those who act with the Socialist party; it 
proposes a united and successful direct industrial assault upon 
capitalism, but it has not thus far drawn to itself on this basis a 
permanent enrolment equal in number to the employees of many 
a single capitalist enterprise. Plainly no further proof is needed 
that those who are attached to the present order have nothing 
now to fear from I.W.W.-ism judged from the standpoint of mere 
numbers and power of appeal to the great body of the working class. 

But numerical weakness is not after all the chief handicap of the 
I.W.W. in its struggle for positive achievement. This convention 
secondly brought into clearest relief the fact that this feeble body is 
in a state of organic chaos as the result of apparently irreconcilable 
internal conflict, and the history of the organization makes it appear 
that this state of affairs is chronic and inevitable. The conflict, the 
keynote of I.W.W. history, was waged in the present convention 
under the guise of centralization versus decentralization. It is at 


* At the time of the strike the local purchased 11,000 dues stamps from the 
general office. A membership of 2,000 is claimed at present. 
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present objectively a contest virtually between the East and the 
West. The so-called decentralizers, mainly westerners, sought in 
the convention by every conceivable means to cut down the power 
and authority of the central governing body. This central author- 
ity already had been reduced almost to a shadow. As the result of 
previous phases of the contest the office of general president had 
been abolished; the executive board had been placed under control 
of the general referendum which could be initiated at any time and 
on all subjects by ten local unions in three different industries, 
while its efficiency had been minimized by inadequate financial 
support; and the locals had become to all intents and purposes 
autonomous bodies. But all this has brought no permanent satis- 
faction to the decentralizing faction. Its ultimate ideal apparently 
is, and has been from the beginning, not “one big union” but a 
loosely federated body of completely autonomous units, each free 
to act in time and in manner as its fancy dictates, subject to no 
central or constitutional guidance or restraint—in short, a body of 
local units with purely voluntary relationships governed in time, 
character, and extent of co-operation by sentiment only. 

Actuated by this ideal, the decentralizers conducted in the 
recent convention a twelve days’ assault upon what remained of 
central power. They attempted to abolish the general executive 
board; to paralyze the general organization by minimizing its 
financial support; to abolish the convention and provide for 
legislation by means of the general referendum only; to place the 
official organizers under the direct control of the rank and file; to 
reduce the general officers to the position of mere clerks, functioning 
only as corresponding intermediaries between the local organiza- 
tions; and by other means to give to each of these local bodies 
complete autonomy in matters of organization, policy, action, and 
financial control. It matters little that at this particular conven- 
tion the centralizing faction, mainly by virtue of superior parlia- 
mentary tactics, succeeded in staving off the attacks of its 
opponents and in saving, at least until the matter goes to refer- 
endum, the present form of the organization. The significant facts 
are that the same factional strife has existed from the moment 
when the I.W.W. was launched; and that it apparently is bound to 
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exist as long as the organization lasts; that the decentralizing forces, 
though often defeated formally, have in practice succeeded and 
seem bound to continue to succeed in working their will inside the 
organization, with the inevitable result of disintegration and organic 
chaos. Evidence of this is everywhere apparent. During the past 
year 99 locals, ignored and uncared for, went out of existence 
entirely; in New York the relatively strong local assembly is work- 
ing at cross-purposes with the central organization and successfully 
defying its power; in the West, locals are being formed and managed 
on extra-constitutional lines; throughout this part of the country 
members are being expelled by one local and straightway admitted 
by another; so diverse are the local ideals and so uncertain the 
means of intercommunication that in practice it has been found 
generally impossible to get ten locals into the requisite harmony to 
initiate a referendum; sabotage is being openly practiced by the 
local membership against the organization itself and has recently 
resulted in the suspension of one of its two official organs, the 
Industrial Worker; in fact, it is freely admitted and apparently is 
looked upon with satisfaction by the decentralizing faction, that 
there are at present fifty-seven varieties of Industrial Workers of 
the World. 

The net result is that the I.W.W., instead of being the grim, 
brooding power which it is pictured in popular imagination, 
is a body utterly incapable of strong, efficient, united action and the 
attainment of results of a permanent character, a body capable of 
local and spasmodic effort only. True, it has a constitution which 
provides in a most logical manner for the welding of the workers 
into a great, effective, organic body. But this constitution is a mere 
mechanical structure in the interstices of which organic accretions 
have here and there settled. The little organic bodies are sovereign, 
each of their members is a sovereign, and to both member and 
organic unit the constitution is a thing subject to their will. The 
fact is that the I.W.W. is not an organization but a loosely bound 
group of uncontrolled fighters. It is a symptom if you will, and 
in that alone, if anywhere, lies its present social significance. But 
decentralized as it is to the extent of organic dissipation, atomistic 
and rent by bitter factional strife, it has no present power of general 
persistent or constructive action. 
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The I.W.W., however, is not only weak in membership and 
' orgar‘c unity; it possesses, further, no financial resources even in a 
slight degree adequate to advance and maintain its proposed organi- 
zation of the working class or to carry forward any consistent 
assault on capitalism; and, moreover, it has shown itself incapable 
of controlling for its main purposes even the financial resources 
which it does possess. Advocates of the movement, it is true, 
minimize the importance of mere money in the kind of warfare 
which they propose to conduct. This is supposed to be one of the 
pregnant ideas of the direct actionists. They do not propose, it 
is said, like the Socialists, to support a horde of parasitic labor 
politicians, nor, like the trade unions, to out-wait the capitalist. 
They will force the capitalists to abdicate by the simple process 
of making it unprofitable for them to conduct industry. And 
this can be done practically without funds—where it will suffice— 
simply by keeping the worker’s hands in his pockets; where this 
will not produce the desired result, by striking on the job. I do 
not purpose in this connection to enter into any discussion of the 
theory of direct action. All that I wish to do is to point out the 
fact that much of the present weakness of the I.W.W. is due to 
financial want and a constitutional inability to control the actual 
financial resources at hand. Time after time the I.W.W. has been 
obliged to let slip favorable opportunities for organization and has 
lost local bodies because it could not furnish the carfare and meal 
tickets necessary to send the gospel to the workers groping in 
darkness. Time after time it has seen promising demonstrations 
collapse and the workers drift away from the point of contest and 
from its control because it could not finance organizers and supply 
food and lodging to tide over the period of temporary hardship. 
The whole experience of the organization has, in fact, proved that, 
short of a condition of general and desperate distress, progress- 
ive and permanent working-class organization requires ready and 
continuous financial support. And here lies the most vital error 
in the practical theory and calculations of the LW.W. The Ameri- 
can workmen as a body are not, and are not likely to be, in a con- 
dition of general and desperate distress. It is, therefore, to the 
unskilled and casual laborers alone that the I.W.W. can bring 
home its appeal and to these only that it can look for the funds 
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to put through its organizing projects. It is this chronic financial 
distress that more than anything else has caused the dissipation 
of its membership after each of its brilliant but spasmodic efforts. 

The case is made more hopeless by the inability of the organiza- 
tion to control the little financial power it can command. This lack 
of financial control is another outcome of the decentralizing mania 
which grips the membership. The average local has not developed 
the ability to conserve its own resources. Rather than support the 
central authority and submit to its financial management, the local 
suffers its funds to be dissipated by incompetent members or 
stolen by dishonest officials. Nothing was more striking in the 
recent convention than the stories of local financial losses. “All 
down through the line,” said one delegate, “‘we have had experience 
with secretaries who absconded with funds.” ‘No less than three 
have done the same thing [in our local],” was the testimony of 
another. This has happened three times to one local in one year 
according to a third statement. Indeed, so loose is the local finan- 
cial control and the general interrelationship of organic units, 
especially in the western country, that there appears to exist a body 
of circulating professional agitators who make it their business to go 
from locality to locality for the sole purpose of getting themselves 
elected to the treasurer’s office and absconding with the funds. 
The local unions do not seem to be in sufficiently close touch to 
ferret out the malefactors and check the practice, nor will they heed 
the warnings of the general office. Indeed, in some locals the 
feeling seems to prevail that the local secretary is entitled to what 
he can make way with. Such are the financial conditions in the 
organization which claims to have the only means of opposing to the 
capitalist class a solid and effective organization of the workers, 
and asserts that it is training the workers for the task of reorgan- 
izing and managing the industries of the country. 

From what has already been said it might readily be inferred 
that the I.W.W. would be incapable of successful general assault on 
the present social and industrial organization or of any effective 
reconstructive effort, even though it should succeed in greatly 
enlarging its membership, reconciling its factions, and overcoming 
its financial difficulties. Such a conclusion in fact seems amply 
warranted. It rests ona threefold basis of fact: First, the member- 
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ship of the I.W.W. is and is bound to be of such a character that 
united, sustained, constructive action is practically impossible for 
it without a consistent body of ideals and a relatively permanent 
leadership of the highest organizing and directive quality. 

As already intimated, the I.W.W. must depend for the bulk 
of its membership on the least capable, least developed, lowest 
trained, and poorest paid of American workmen. ‘To these may be 
added an element made up of irresponsible atomists who are so 
constituted that to them all authority is an ever-present challenge. 
No American workman of constructive mind will permanently 
affiliate himself with a revolutionary industrial organization which 
abhors half-measures and political action, so long as he can see 
| ahead the hope of immediate betterment through the gradual 
| development and enforcement of an improved system of working 
\ rules and conditions. This does not mean that the I.W.W. is 
composed of the so-called ‘‘bum’”’ element, as is so often asserted. 
Far from it. But it does mean that it is the desperate elements 
of the working class, the men who have not developed and cannot 
develop, under the existing system, organic discipline and con- 
structive ability, to whom the I.W.W. appeals—in the East the 
“Hunkies” and underpaid mill hands, for the most part unas- 
similated Europeans; in the West the “ blanket stiffs,’’ the “ timber 
wolves,” “the dock wallopers,”’ and the padrone-recruited con- 
struction gangs; and everywhere the man who because of tempera- 
ment or oppression has become a self-directing enemy of whatever 
stands for authority or things as they are. One had but to observe 
the recent convention to recognize these types and these charac- 
teristics as predominant even in this picked assembly. Under- 
nourishment and underdevelopment were prominent physical 
characteristics of the group. The broad-headed, square-jawed, 
forceful, and constructive type, so marked in trade-union assemblies, 
was conspicuous by its absence. By many of those present 
organic strength and action were evidently regarded as correlatives 
of oppression. To some these ideas seemed so foreign that the 
general character of the organization appeared to be unknown to 
them. The rule of the majority, except in so far as it applied to the 
local group, was repudiated many times during the course of the 
debates. Add to all this the presence in the assembly of members 
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of secret committees whose actions are beyond even the knowledge 
and control of the local groups—and we have a fair conception of 
the difficulty here presented of united and controlled action. 
Obviously only a body of leaders strong in intelligence and per- 
sonality, bound to a consistent body of ideals, harmonious in 
action, and long in the saddle, could hope to weld such elements 
into an effective, organic whole. 
But, secondly, the I.W.W. has failed to develop and sustain 
\ such a stable body of leaders and shows no capacity to do so. Of 
‘the original group of men who organized and outlined the policies 
of this new venture in unionism, only one was seated in the con- 
vention and only one or two besides are prominently connected 
with the organization at present. Moyer, Debs, Mother Jones, 
Pinkerton, and others, signers of the original manifesto, effective 
leaders of the past, many of them yet effective leaders in other 
labor organizations, have all disappeared from the councils of the 
I.W.W.—nagged out, kicked out, or driven out by despair or dis- 
gust. This result has been in part the inevitable outcome of the 
hatred of authority which expresses itself in the decentralizing 
movement. Partly, as will be shown later, it is the outcome of an 
incongruity and shifting of ideals within the organization; but, 
to no small extent, it is the product of a strong force of romantic 
idealism which, strange as it may seem, exists in the minds and 
hearts of the downtrodden constituency of the I.W.W. In spite 
of the fact that these men will have none of the regularly con- 
stituted authority when it makes for strength, they are hero- 
worshipers and are easily led for the moment by the “heroes of 
labor.’”’ These heroes are the momentary leaders of strikes and 
of battles with the police and militia, those especially who have 
gone on trial and suffered imprisonment for violence or the dis- 
turbance of the public peace. They are, in general, men who 
themselves have not involuntarily suffered at the hands of society 
but have provoked its vengeance. They are largely well nourished, 
quick, and intelligent, but, with exceptions, they are men who have 
deliberately discarded all constructive ideals, deliberately thrown 
off social restraint, and, in the spirit of the mediaeval knight or the 
revolutionist of the well-to-do classes in Russia, have constituted 
themselves the personal avengers of the wrongs of the working 
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class. Such men grip the imagination of the rank and file and 
make of what would otherwise be an ultra-democratic organiza- 
tion, relatively unfitted for constructive effort, a positively destruc- 
tive force in spirit and action. They are the inventors of new 
forms of sabotage, the guerilla leaders, the members of “secret 
committees,” the provocateurs in the free-speech fights; the men 
who create the sentiment that the only existing standard of right 
is might, that opposition to authority is a virtue, that imprison- 
ment is an honor. It is these labor heroes, rising from time to 
time before the admiring vision of the undisciplined membership 
of the I.W.W., who have displaced the men already in power and, 
to a large extent, have made impossible the development of a 
stable body of leaders capable of welding the membership by 
patient effort into an organic whole. 

Underneath all this, however, making consistent action and 
therefore permanent development impossible for the I.W.W., 
| there exists and has existed, thirdly, a fundamental conflict of 
\ ideals. Much has been made of the sabotage and other modes of 
“direct action current among the members of the I.W.W. Because 
of the prevalence of these methods, the conclusion has been accepted 
uncritically that I.W.W.-ism is another name for syndicalism. 
This, however, is but a half-truth and even as such it needs quali- 
fication. The truth is that the I.W.W. is a compound entity 
whose elements are not entirely harmonious. It was launched in 
| 1905 as a protest against craft unionism and the conservative 
attitude and policies of the American Federation of Labor. It was 
originally composed prevailingly of a body of men socialistically 
inclined who believed that betterment of the condition of the 
workers as a whole and permanently could be attained only by 
organizing all of them by industries into one big union with the 
ultimate object of the overthrow of the capitalist system. In 
order to attain this end they outlined an organization which should 
_ bring the skilled and unskilled workers into one structural body 
with highly centralized authority, so that the whole power, of the 
organization—especially its financial power—could be quickly con- 
centrated at any one point where contest existed between the 
employers and the workmen, and which should co-operate with the 
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Socialist party on the political field. The slogans of the organiza- 


tion were: “Labor produces all wealth”; ‘‘might makes right”’; 
‘“‘an injury to one an injury to all”; “‘no contracts and no com- 
promise”; “industrial organization”; ‘one big union”; ‘workers 


of the world unite.” The I.W.W. showed at this time no essential 
characteristics of what has since become familiar as revolutionary 
syndicalism. 

No sooner, however, had the organization been launched than 
a conflict of ideals appeared. The first year saw a fatal blow struck 
at the idea of one big union with strong, centralized authority—in 
a disruption which resulted in the abolition of the office of general 
president of the organization. In 1908 a second split occurred 
which banished the Socialistic element from power. Political 
action was stricken from the preamble to the constitution and 
direct action as a revolutionary slogan arose alongside the notion 
of one big, centralized, industrial union. From this time forward 
the internal history of the I.W.W. has been a history of the conflict 
of these two ideals—the one, industrial unionism, standing for 
permanent organization of the workers and immediate benefits, 
requiring a strong central authority well financed; the other, 
revolutionary syndicalism, standing for uncontrolled agitation and 
guerilla warfare, whose adherents chafe against central authority 
and its financial support. 

Out of this conflict of ideals the contest between centralization 
and decentralization arose. The decentralizers, mainly westerners, 
imbued with the revolutionary ideal because they were for the most 
part casual workers with no big industries to organize, whose 
main recourse was to stir up trouble, argued that since this was the 
purpose of the organization all central authority was to be reckoned 
as irksome restraint. The local membership could best judge when 
the time had come to act. A central treasury was not needed since 
one or a few individuals acting on their own responsibility could 
wreck machinery, destroy materials, and precipitate a contest with 
, political authority. Therefore they raised the banner of decen- 
tralization and direct revolution. Thus was syndicalism born and 
nourished in the I.W.W. But it was mainly an instinctive syndical- 
ism, a blind, destructive force, lacking in general the vision and 
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well-rounded doctrine of the European syndicalists. Even yet it is 
safe to say that few among the rank and file who call themselves 
syndicalists could state the theory of the European movement. 
Meanwhile in the East the relatively permanent character of the 
unskilled workers, and the necessity of wrenching from great 
industrial organizations immediate and permanent gains, still 
emphasized the need of regularity, authority, and permanent power 
—in short, industrial unionism in its original connotation. Hence 
syndicalism and industrial unionism have remained as conflicting 
ideals within the organization, preventing the development of that 
leadership which alone can give to the I.W.W. consistent action, 
permanent growth, and effective power. So long as the conflict 
holds, the organization must remain weak, spasmodic in action, 
and destructive in results. 

But it is doubtful if the final triumph of either of these ideals 
would suffice to make of the I.W.W. a real power in this country. 
In this connection two points need emphasis: first, in so far as the 
I.W.W. aspires to represent syndicalism pure and simple the con- 
ditions are not here for its growth. Syndicalism as it has developed 
in this country is a doctrine of despair. However much its pro- 
ponents may attempt to stress its ultimate ideal—the rebuilding 
of industrial society—it is essentially a destructive philosophy. As 
stated above, it will not be adopted, except temporarily and under 
special stress, by any body of workmen who see hope ahead in 
gradual betterment through constructive industrial and political 
action. Such a body is the organizing element of the American 
working class as evidenced by the 2} million trade unionists, and the 
growth of the Socialist party since it has taken an opportunist 
position. 

Secondly, in so far as the I.W.W. aspires to represent the move- 
ment toward industrial unionism, the field of action is already 
occupied. The American Federation of Labor through its local 
councils, its central organizations, its system federations, its 
departments, and its amalgamated craft unions, is creating the 
machinery for the practical expression of the industrial union ideal 
as rapidly as the circumstances of the worker’s life and needs allow 
of its development. The process is perhaps slow but it is sure and 
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effective. It is proceeding by the trial-and-error method which ° 
alone has proved adequate to the permanent advancement of the 
interests of the workers. And when it is considered further that 
within the American Federation one industrial union alone out- 
numbers in membership the whole effective force of the I.W.W. in 
the proportion of 20 to 1, the prospect that the latter will be able to 
oust its rival from the field becomes too small for consideration. 
The fact is that the I.W.W. faces a perpetual dilemma. The 
bulk of the American workmen want more here and now for them- 
selves and their immediate associates and care little for the remote 
future or the revolutionary ideal. These will have none of the 
I.W.W. The others have not, and under the existing conditions 
cannot develop the capacity for sustained organic effort. Which- 
ever way the organization turns, then, it seems doomed to failure. 
Viewing the situation in any reasonable light, therefore, we 
find it difficult to escape the conclusion that the Industrial Workers 
of the World as a positive social factor is more an object of pathetic 
interest than of fear. It has succeeded in impressing itself upon the 
popular imagination as a mysterious, incalculable force likely to 
appear and work destruction at any time and place. It has 
terrified the public because its small body of irresponsible and foot- 
loose agitators scent trouble from afar and flock to the point where 
social rupture seems to be for the moment imminent. They are 
like Morgan’s raiders. By rapidity of movement and sheer 
audacity they have created the impression of a great organized 
force. But in reality they are incapable of anything but spasmodic 
and disconnected action. As a means for calling attention to the 
fact that machinery is breaking down the distinction between 
skilled and unskilled labor and is thus rendering craft organization 
ineffective; as an instrument for rousing the public to a conscious- 
ness of the suffering and needs of the unskilled and transient 
workers and of the existence here of a compelling social problem; 
as a spur to the activity of the more conservative and exclusive 
labor organizations, the I.W.W. may have a useful social function. 
As a directly effective social force, however, it has no considerable 


significance. 
R. F. Hoxie 
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MONEY AND PRICES. II 


IV. MONEY AND FARM PRODUCTS PRICES IN CHICAGO 


The prices of the group of articles called “‘farm products” in 
the index numbers of wholesale prices prepared by the Bureau 
of Labor are largely taken from the Chicago markets. From these 
prices an index number was prepared of the prices of farm products 
in Chicago, monthly, for the period from 1899 to 1908. The list 
of products is as follows: 


Barley choice to fancy 
Cattle, steers, choice to fancy 
Cattle, steers, good to choice 
Corn, cash 

Flaxseed, No. 1 

Hay, timothy, No. 1 

Hides, green salted packers 
Hogs, heavy 

Hogs, light 


Oats, cash 

Rye, No. 2 

Sheep, wethers, good to fancy, native 

Sheep, wethers, plain to choice, western 

Wheat, contract grades 

For the years 1902-8, the monthly index numbers for the differ- 
ent articles are given in the yearly reports of the Bureau of Labor 
on wholesale prices. For the years 1899 to 1901 the monthly index 
numbers are not given and hence they were computed from the 
actual prices as given in the reports.‘ The weekly high and low 
prices are given in these tables. The average monthly price was 
found by taking the arithmetic average of the means of the high and 
low prices of the weeks of the month. Then the index numbers 
of the various products were obtained by comparing the monthly 
price with the base price of each article as given by the Bureau of 
Labor. The average of the monthly index numbers for the various 
commodities so computed, or taken directly from the bulletins of 
the Bureau of Labor, was then calculated to obtain the index 
numbers of the prices of farm products which follow. 

* Bulletin of the Bureau of Labor, No. 39 (March, 1902), 244 ff. 
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TABLE XXI 
INDEX NUMBERS OF THE Prices oF FARM Propucts 1n CHICAGO, MONTHLY, FROM 
1899 TO 1908 
(Average 1890-99 = 100) 

Month 1899 1900 1901 1902 1903 1904 1905 1906 1907 1908 
anuary..... 98.6] 104.1] 111.5) 131.2] 118.2) 110.5] 120.7} 118.7) 128.5) 132.8 
ebruary . 99.6] 112.3] 112.9] 130.9] 119.3] 116.8] 122.6] 119.1] 134.8] 129.8 
March....... 90.5} 111.2] 114.9] 132.0] 122.1] 119.7] 125.5] 120.0) 135.6) 137.7 
ee 102.3] 116.5] 117.0] 137.6] 121.5] 120.3] 126.6] 123.5] 137-9] 140.4 
ere 103.3} 112.6] 117.7] 140.7] 119.6] 119.8) 124.7) 125.8] 142.6] 140.2 
Sere ror.6] 111.4) 115.6) 140.2] 117.5] 120.6] 124.7] 129.2] 146.6) 135.6 
eer 102.8) 110.2) 118.8) 143.5] 111.6] 119.8) 116.3] 126.4] 142.2] 139.3 
August ...... 100.6] 107.5} 121.8) 131.3] 110.9] 119.8] 122.8) 124.5] 142.6) 139.0 
September 104.2} 108.7] 120.5) 125.6} 112.5] 120.2) 118.6] 126.0} 148.8) 139.3 

caer 103.1) 108.2! 121.6} 124.1] 109.1] 119.7] 119.4] 126.6] 149.2) 137.1 
November ...| 103.0] 111.1) 122.0} 118.8] 102.9] 121.7] 118.0] 125.7] 130.3} 137.6 
December. ...| 103.8} 109.3) 128.1) 116.8] 104.0} 118.6) 120.1] 129.3] 129.1} 136.7 



































Statistics for the amount of specie and legal tenders and the 
amount of gross deposits in the Chicago Clearing House banks were 
taken from the publications of the National Monetary Commission." 
The figures are given by weeks. The monthly figures were obtained 
as in the corresponding case of the New York statistics, by aver- 
aging the amounts for the four or five weeks which lie wholly or for 
most part within the month. In two instances for the period under 
consideration, where there should have been 53 weekly reports 
for the year, but 52 were given. As the quotations were not avail- 
able elsewhere, the missing quotation, in one instance, was supplied 
by taking the mean of the previous and following quotations, and 
in the other, the quotation was simply dropped, since it came at 
the close of the last year considered. It is to be noted that gross 
deposits are considered instead of net deposits as was the case with 
the reports of the New York banks. 

We will next compare the movement of the prices of farm 
products in Chicago with the movements of specie and legal 
tenders and of gross deposits in the banks of the Chicago Clearing 
House. 

In no case is the degree of correspondence high; in two cases 
it is positive and in two cases, negative. In 56 cases out of 100 the 
movement of prices agrees with the movement of the specie and 


1 Statistics for the United States, 1867-1909, pp. 141-50. 
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TABLE XXII 


CORRESPONDENCE OF THE MOVEMENT OF THE PRICES OF FARM PRODUCTS IN CHICAGO, 
MONTHLY, 1899-1908, WITH THE MOVEMENT OF THE AMOUNT OF SPECIE 
AND LEGAL TENDERS IN THE CHICAGO CLEARING House BANKS 

















CORRESPONDENCE 
MOovEMENT OF SPECIE AND LEGAL TENDERS FOR 
+ - ° Degree 
Second month previous................ 58 57 2 + .009 
SI, rd Saceacnceuydemacewas 65 51 2 +.119 
sie gipac dikes care accesak eae 53 64 2 — .092 
III. i o-S aise acsndeacnwens 50 66 2 — .136 











legal tenders for the previous month, and in 57 cases out of 100 the 
price movement is in the opposite direction to the movement of 
specie and legal tenders for the following month. 


TABLE XXIII 


CORRESPONDENCE OF THE MOVEMENT OF THE Prices OF FARM Propucts IN CHICAGO, 
MonTHLY, 1899-1908, WITH THE MOVEMENT OF THE AMOUNT OF GROSS 
DEPOSITS IN THE CHICAGO CLEARING House BANKS 

















CORRESPONDENCE 
Movement oF Gross Deposits ror 
+ = ° Degree 
Second month previous................ 59 56 2 + .026 
II 3.56. 6.9-4:5.6965 sis oases ones 66 50 2 +.136 
dle de cieaiorm wae once 64 53 2 + .092 
eee pan 63 53 2 + .085 
Second month following................ 59 56 2 + .026 














Here the correspondence is all positive and not very high. The 
most occurs with the previous month, where in 57 cases out of 100 
a movement in the amount of gross deposits is followed by a similar 
movement in the prices of farm products the next month. 

To sum up: The maximum degree of correspondence is not high 
in the comparison of the movement of the prices of farm products 
in Chicago and the movements of specie and legal tenders and of 
gross deposits in the Chicago Clearing House banks. The highest 
correspondence of the movement of the prices of farm products 
comes with the movement for the previous month of specie and 
legal tenders and of gross deposits. This fact indicates that what 
little causal influence is shown runs from the specie and legal tenders 
and gross deposits to the prices of farm products. 
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Vv. MONEY AND SPECULATIVE PRICES ON THE CHICAGO BOARD 
OF TRADE 

Speculative prices on the Chicago Board of Trade, weekly and 
monthly from 1899 to 1908, next engage our attention. Here is 
presented for the first time, it is believed, an index number of specu- 
lative prices. The Chicago market is taken because it is the most 
important speculative market for these commodities in the United 
States. The essence of the speculative market is the dealing in 
futures. The problem is not the same as at is when it is desired 
to construct an index number for actual prices; in such a case 
the usual method is to express the various prices as percentages 
of some base price, usually the average price for some period. 
Obviously, this method cannot be employed with speculative 
prices. In a sense, wheat to be delivered at different times in the 
future is not a single commodity but several commodities with 
different prices in the market, so that no one base price would be 
applicable to all. If statistics were available, an index number 
might be constructed of the price of wheat some definite time in 
advance of each date, e.g., an index number showing the variations 
in the price of wheat to be delivered in three months. But such 
statistics are not in existence. 

To solve these difficulties the index number was made with a 
variable base, in the following manner. The Chicago Board of 
Trade, in its yearbook, gives the daily high and low prices for the 
speculative commodities dealt in on the Board of Trade. Six 
commodities are dealt in through the entire year, namely, wheat, 
corn, and oats, the prices of which are quoted in terms of bushels; 
mess pork, quoted in terms of barrels; and lard and short rib sides, 
quoted at so much per hundredweight. Rye and barley are also 
traded in, but only for part of the year. The prices of these com- 
modities are quoted for delivery in various months in the future. 
The aim in computing the index number was to take the price in 
the future month in which there was the most trading. It was 
assumed that the movements in the price of delivery in that month 
could be taken as typical of the movements of speculative prices 
of that one commodity, for it is well known that the prices of the 
various months move in sympathy with each other. The prices 
for all the months of future delivery may not move in the same 
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direction when a harvest intervenes. But if there are two diverse 
movements, one depending on the expected harvest and the other 
on the stock in existence, we have as much right to take the one as 
typical as the other. 

The following is the account of the future prices which were 
used for the typical year. From December to April, in the case 
of the grains, and from January to April, in the case of the pork 
products, the prices for May delivery were taken. By not taking 
the price of May wheat in May, and, in general, by not taking the 
price of any commodity for delivery in the current month, we elimi- 
nate most if not all of the price changes which are due to corners 
and also avoid the times when the cash and future prices are the 
same. From May to August, the prices of all of the commodities 
for September delivery were taken. From September to Novem- 
ber, in the case of the grains, the quotations for December delivery 
were taken. In the case of the pork products, from September to 
December the quotations are for January delivery. In some 
cases, because of the lack of quotations, it was necessary to depart 
somewhat from the schedule as given above, but in every case the 
principle was followed of taking the quotation for some month in 
advance. With this general scheme in mind, we may now indi- 
cate in detail the method employed in computing the index numbers. 

From the daily high and low quotations given in the yearbooks 
of the Chicago Board of Trade, the weekly high and low prices were 
obtained. The average of the high and low prices was taken as 
the price for the week. Then for each week was obtained the 
percentage which the price of that week was of the price of the 
preceding week. This is the familiar method of constructing 
chain index numbers or index numbers with a variable base. When 
there was a change of the month of future delivery considered, it 
was necessary to take two quotations for the last week of the 
month. For example, the index number for the last week in April 
was computed by comparing the price of May delivery for that 
week with the price of May delivery for the preceding week; the 
index number for the first week in May was obtained by comparing 
the price of September delivery for the first week of May with the 
price of September delivery for the last week of April. Thus for the 
last week in April, it was necessary to compute the prices of both 
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May and September deliveries. After the index numbers had been 
computed for each commodity for each week, the arithmetic mean 
was taken to obtain the index number for speculative prices for 
the week. It should be clearly understood that the table gives 
for each week a figure which indicates the change in speculative 
prices from the week before. No comparisons can be made directly 
from the table for longer periods. 
TABLE XXIV 


NumBers INDICATING THE PERCENTAGE OF CHANGE FROM THE PREVIOUS WEEK 
oF SPECULATIVE PRICES ON THE CHICAGO BOARD OF TRADE, 1899-1908. 
Tue YEAR BEGINS WITH THE WEEK ENDING— 











Week Jan.7 | Jan.6 | Jan.s5 | Jan.4 | Jan.10| Jan.9 | Jan.7 | Jan.6 | Jan.s | Jan.4 
1899 1900 Igor 1902 1903 1904 1905 1906 1907 | 1908 
ere 98.34 | 101.96 | 104.85 | 100.04 99.69 100.95 | 98.82 | 100.82 | 99.80 | roz.s 
ay: 99.67 oe. 103.31 | 100.39 == 100.03 | 100.11 | 100.87 | 99.85 | ror. 
Seated 100.20 99.5 99. 97.94 | ror. 102. 100.2 4 101.75 98.53 
Bo esce 103.41 99.76 | 99.40] 98.67 | 100.02 | 100.98 | 100. .47 | 101.35 98.73 
§ bommll a 3 99.96 | 100.49 | 96.79 | 909.93 | 101.58 | 99.65 99.96 | 102.12 | 97.15 
pace .26 | 102.13 90.54 | IOr.0§ | 101.30 | 103.7% | 100.11 | 101.2 102.26 | 98.6 
i acne 98.57 | 100.41 | ror.51 | 99.7 100.41 | 104.73 | 101.23 | 100.3! .9° | 97.92 
eee 97.63 | 98.75 | 99.08 HF 100.67 | 103.67 | 99.26] 909.60 .24 Or 
ean 100.63 98.31 | 100.28 61 | 100.91 04.24 | 100.14 99.49 99.52 | 102.02 
BD. coce 97.7% | 10r.14 | 100.24 | 100.41 | 100.23 95.90 | 100.76 | 99.93 | 99.25 | 102.86 
ee 97.81 | 102.21 | 101.84 | 100.60] 97.42 .66 | 100.20 | 100.31 97.94 | 100.36 
ORs cane 100.80 | 101.37 | 102.1 98.92 34s 97.55 | 100.14 | 102.95 .65 | 1or.64 
a ror.gr | 102.45 | 101.1 100.01 | 100.30 | 102.30 | 98.71 | 100.21 | 100.41 | 100.10 
 =——-— 98. 104.43 | 100.59 | 100.91 99.39 | 98.17 | 101.68 | 100.42 — 102.54 
er 98.97 | 98.23 99.84 | ror. 96.09 | 100.33 | 102.15 | 100. 99-33 
100.90 i 99-74 | 102.55 | 100.81 | 97.47 | 97.39 | 100.45 | 99.2 90.3 
. Ore 98.6 -41 | 102.31 | 100.59 | 98.88 -71 96.63 | 98.84 | 101.2 90.34 
CBs ccs< 98.3 99.24 | 101.01 .63 | 99.70 3. 7 | 100.07 | 99.57 | 100.55 | 100.95 
is vicss 97.11 96.42 98.43 .Bo 99.68 98.83 | 100.56 99.70 | 102.92 | 101.31 
ee: 99.83 | 100.26 | 100.2 100.92 | 101.07 | 99.17 | 101.24 | 102. —¥ 4 99.64 
Re. 90.55 .00 | 10r.3) -72 | 909.32 | 100.33 | 100.39 | ror. 101.82 | ror.85 
a 100.01 -27 99.75 99.40 | 102.97 | 102.20 | 100.43 | 100.69 .12 | 10%.30 
ere 101.00 | 103.17 me .93 | 100.10 | 104.43 | 100.65 | 101.77 $8.62 100.07 
, 101.23 | 10r.40 | 99.85 | 101.06 | ror.19 | 102.66 | 101.07 | 103.89 | 97.28} 99.02 
ee 100.33 | 106.84 | 100.17 | 1or.o9 -S5 | 101.3 101.54 | 90.25 -57 | 102.75 
ree 99.72 | 101.91 | 100.52 | 102.60 33 99.5) 102.28 99.60 | 101.64 | 102.19 
esacd 100.12 97.3 100.14 | 102.69 | 99.92 | Ior.45 . 100.16 | 101.31 | 102.09 
ee 101.55 | 100.3 103.32 | 99.60] 97.25 | 99.64 3. 2 | 100.20] 99.29 | 103.29 
BBs cscs 99.11 95.46 | 100.92 99.49 $365 100.22 99.37 98.00 -22 | IOLr.7. 
y  rrr 97-95 HM 104.97 97.52 | 100.32 | 100.63 99.36 99.11 | 100.42 99-3 
pe 96.90 81 97.48 96.94 100.37 | 101.56 | 100.00 97.02 | 101.58 Br 
Biv iens 100.16 | 100.42 | 101.45 | 97.87 | 100.47 | 100.62 | 101.12 | 99.85 | 100.37 | 102.77 
Da cnae 100.43 97.92 | 102.29 .40 | 98.15 | 101.26 | 100.38 | 98.37 55 .O7 
pee 100.59 | IOI.0o 02 | 102.88 | 100.86 99.1 100.71 99.92 | 102.50 $8.76 
ee 99.70 | 97.90 3 § | 102.00 | 101.2 98.66 | 97.88 | 100.28 | 102.70 | 100.64 
Bisaced 100.81 99.26 | 100.87 | 100.90 sen.en 99. 99.00 | 98.99 | 102.46 | 102.35 
De ccws 100.03 | 101.33 | 100.74 | 100.64 | ror.10 | 101.47 | 101.44 | 98.52 102.23 
, 101.92 | 101.14 | 102.5, 100.70 81 99. 101.07 | 101.73 | 98.68 | 100.57 
Bs scan 102.18 | 100.93 5 101.89 98.33 100.68 | 99.73 | 101.68 | 100.60 | 99.62 
Boece 100 I0r .09 o2 | 101.23 99.07 90.95 99.46 | 100.62 90.97 99.38 
Oiceces 99.22 98.77 98.15 | tor 100.30 96.59 | 101.45 | 100.21 | 103.36 97.92 
BOs aséu 97.66 | 97.54 | 100.1 101.8, 98.16 | 99.02 | 99.90 | 100.43 | 100 97 3 
ae 100.95 99.40 99 100.4) tor.o8 | 100.88 | 101.22 99.81 95.5 99.25 
baaed 99.65 | 100.53 99.98 99.65 00.74 98.75 | 100.46 | 101.86 95.16 | 102.00 
Pe 76 | 100.34 | 100.71 99.32 97.30 | 101.74 99.92 | 100.07 97-53 | 100.00 
, re 98.82 | 101.13 | 101.17 99.52 90.94 | 98.99 | 90.24 | 100.80 | 97.97 | 100.01 
Pe 169.76 | 100.22 | 101.53 | 103.21 | 97.91 99-50 | 99.81 | 90.54] 95-71 | 100.79 
. 5 99.85 | 104.05 | 100.71 | 100.73 | 100.52 | 102.24 | 99.82 | 99.2 100.29 
Benn Tor.2 100.12 | 103.56 | 100.63 | 101.10 | 98.81 | 104.90 | 101.84 | 104.37 | 100.10 
' ee 102.37 | 100.01 | 101.68 | 102.42 | 101.25 | 90.57 | 909.17 | 102.35 | 90.34 82 
ae 90.74 99.59 98.64 .56 | 101.63 | 100.64 | 100.08 | 100.65 | 101.41 87 
Weined 100.52 | 100.43 | 101.25 | 101.03 | 104.13 | 100.29 | 100.08 | 100.56 | 99.81 | 100.87 
RSE PSE Pies pene GREE siccas Evccces | 0060s. § vecnds | asecen IOr.14 
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TABLE XXV 
Noumsers INDICATING THE PERCENTAGE OF CHANGE FROM THE PREVIOUS MONTH 
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or SPECULATIVE PRICES ON THE CHICAGO BOARD OF TRADE, 1899-1908 
Month 1899 1900 1901 1902 1903 1905 1906 1907 1908 
pe ee 102 .66|}107. 53} 98.61|103.24|107.71| 99.69/100. 77/103 .06/100.99 
February ..| 99.02)101.08|101.37| 96.31/102.71|110. 14/101 .05|100. 35|104. 38) 93.76 
March. ...| 95. 29|102.28}103.64) 99.14|100. 50] 95.34/100.74|101.19] 95.92/104.44 
ere 98 .94|107 .35|102.06| 102.09] 98.86) 93.02) 99.04/103 . 70/100. 20/102. 52 
.  Reee 95.02] 94.43|101. 36) 99.72/100.06] 95.33/ 97.69) 101. 55/106. 49/102. 27 
June..... IOI .OQ|I0§ . §4| 101 . 10/100. 82/103 . 48/104 .98|104.05|/106.92) 99.04/103.08 
ee 100. § 7/100. 15|105.35|103.16| 96. 31/103. 30/101 .33| 99.35) 101.05|108.48 
A 95.88) 95.16)104.22| 92.97) 98.34|102.72| 99.88] 92. 16/102. 27/102. 40 
September.|102.69] 99. 19/101 . 56/104. 26/100. 11 99.62) 98. 46/103 .99|103 .85 
October. . . {101 . §9/100.06] 97.67|106.00} 94.83 101. 48/103.21| 99.89] 96.39 
November. } 98.01/100. 29/102.99|101 .84| 97.13 101.54|101.89) 88.61j101 .03 
December. |102. 14/100. 30|108 99/104. 76/101. 54 102 .87/103.94|101. 13/100. 46 
































From the weekly index numbers a monthly index number was 
computed by putting the table into continuous form and averaging 
the index numbers of the four or five weeks which were wholly or 
for most part within the month and then expressing the figures 
so obtained as percentages of the figures of the month previous. 
So here again only the month to month comparison can be made 
directly from the table. 

Tables XXIV and XXV show index numbers for speculative 
prices weekly and monthly. 

We will first compare the weekly movement of speculative 
prices with the movements of specie and legal tenders and of gross 
deposits in the Chicago Clearing House banks, statistics for which 


TABLE XXVI 


CORRESPONDENCE OF THE MOVEMENT OF SPECULATIVE PRICES ON THE CHICAGO 
BoarD OF TRADE, WEEKLY, 1899-1908, WITH THE MOVEMENT OF SPECIE 
AND LEGAL TENDERS IN THE CHICAGO CLEARING House BANKS 


























CORRESPONDENCE 
Movement or Spectre AND LEGAL TENDERS FOR 
+ = ° Degree 

ee PI III. 6. oo. 5. c ccccsesnense 265 248 5 + .033 
Second week previous. ................ 269 245 5 + .046 
| EES res ere 262 253 5 +.017 
EL ia peckke<tks-conecwaadnada 252 263 5 — .021 
eer errr 256 259 5 — .006 
Second week following................. 249 265 5 — .031 
Third week following. ................. 5 +. 























MONEY AND PRICES 805 


were taken from the publications of the National Monetary 
Commission." 

On the basis of this table the safest generalization would seem 
to be that there is no relationship between the movement of specu- 
lative prices for the series of years considered and the movement 
of specie and legal tenders. Some cases show a slight positive 
correspondence and some, a slight negative correspondence, but 
there is not enough in either case to justify any statement of 
tendency. 

The comparison with the movement of gross deposits comes 


next. 
TABLE XXVII 
CORRESPONDENCE OF THE MOVEMENT OF SPECULATIVE PRICES ON THE CHICAGO 
Boarp OF TRADE, WEEKLY, 1899-1908, WITH THE MOVEMENT OF 
Gross Deposits IN THE CHICAGO CLEARING HovusE Banks 

















CorRESPONDENCE 
Movement or Gross Deposits ror 
+ - ° Degree 
Second week previous................. 248 268 3 — .039 
esa carcidissswalewguwaieg 261 256 3 +.o10 
aos. a5 7 < sites pace nee ewrsiels 253 264 3 — .021 
I I 5 a6 5:6: 5:6.5.0:0:0 5:0: 0:5:6,0:50:6% 265 252 4 + .025 
Second week following................. 264 252 3 +.023 














Here again the movement of the two sets of figures seems to be 
unrelated, for only slight correspondence is shown, and that shown 
is sometimes positive and sometimes negative. 


TABLE XXVIII 
CoRRESPONDENCE OF THE MOVEMENT OF SPECULATIVE PRICES ON THE CHICAGO 
BoarD OF TRADE, MONTHLY, 1899-1908, WITH THE MOVEMENT OF THE AMOUNT 
OF SPECIE AND LEGAL TENDERS IN THE CHICAGO CLEARING House BANKS 

















CORRESPONDENCE 
Movement oF SPECIE AND LEGAL TENDERS FOR 
+ - ° Degree 

Second month previous................ 55 62 | ° — .o60 
Ee ree 64 54 CO«YS ° +.085 
5 ccc Gialed gue nnd ned ook ae 64 = | ° +.076 
en er 63. OI 55 ° + .068 
Second month following................ 51 | 66 ° —.128 








® Statistics for the United States, 1867-1909, pp. 141-50. 
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We will now compare the monthly movement of speculative 
prices with the movement of specie and legal tenders and with the 
movement of gross deposits of the Chicago Clearing House banks. 
The monthly figures for specie and legal tenders and gross deposits 
were obtained from the weekly figures previously used by taking the 
arithmetic mean of the figures for the four or five weeks which lie 
wholly or for most part within the month. 

This comparison shows a small amount of positive correspond- 
ence, with not much difference between the amounts for the same, 
the previous, and the following month. The number of cases con- 
sidered is small and therefore it may be that the negative corre- 
spondence with the second month previous and the second month 
following is due to chance. 

We come now to the comparison with the movement of gross 
deposits. 

TABLE XXIX 


CORRESPONDENCE OF THE MOVEMENT OF SPECULATIVE PRICES ON THE CHICAGO 
Boarp oF TRADE, MONTHLY, 1899-1908, WITH THE MOVEMENT OF 
Gross DEpPosITs IN THE CHICAGO CLEARING House BANKS 




















CorRESPONDENCE 
Movement or Gross Deposits ror 
+ | - | ° Degree 
Eee er eT eec eee 61 | 57 ° +.034 
EN igs cect wad wssacinnecsaneen 69 5° ° +.160 
Following month...................... 66 52 9 +.119 








The correspondence of the movement of speculative prices with 
the movement of gross deposits for the same month is higher than 
that of any of the other comparisons we have made for speculative 
prices. 

To sum up: We have compared the movement of speculative 
prices on the Chicago Board of Trade with the movements of specie 
and legal tenders and of gross deposits in the Clearing House banks 
of Chicago, using both weekly and monthly averages. Little or 
no correspondence is shown when the weekly averages are used. 
Practically we may say that the two weekly movements are unre- 
lated. Slightly more correspondence is shown when the monthly 
averages are used. The greatest correspondence of movement 
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is that of the monthly index number of speculative prices and the 
average of gross deposits for the same month. In 58 out of 100 
cases, the two movements agree in the direction of their changes. 
This maximum correspondence is lower than that obtained in the 
comparisons involving the monthly index numbers of bond prices 
and of stock prices. The correspondence is higher when the 
monthly movement of speculative prices is compared with the 
movement of gross deposits for the tollowing month than when it 
is compared with the movement of gross deposits for the preceding 
month. We conclude, therefore, that the amount of gross deposits 
depends upon speculative prices more than speculative prices depend 
upon the amount of gross deposits. 


VI. MONEY AND WHOLESALE PRICES IN THE UNITED STATES 


The last price movement to be considered is that of wholesale 
prices of commodities in the United States. We wish to discover 
whether there is any relationship between this movement and the 
movement of the total money in circulaticn or of per capita circu- 
lation. For the period from 1900 to 1911, the Bureau of Labor 
has computed monthly index numbers of wholesale prices.* With 
this movement, we may compare the movement of total circulation 
for each month. The monthly figures for the amount of money in 
circulation previously used have been brought down through 1911 
by obtaining the estimates of the total amount of money in circula- 
tion for the separate months from the Monthly Summary of Com- 
merce and Finance. 

TABLE XXX 


CoRRESPONDENCE OF THE MOVEMENT OF WHOLESALE PRICES IN THE UNITED STATES, 
MONTHLY, 1900-1911, WITH THE MOVEMENT OF THE TOTAL AMOUNT 
OF MONEY IN CIRCULATION IN THE UNITED STATES 














CORRESPONDENCE 
Movement oF TOTAL CIRCULATION FOR 
+ - ° Degree 
Second month previous................ 80 53 10 +.189 
a are rr errs 83 5° 10 +.231 
NE oh s4i odie ke so 0d semana 76 55 12 +.147 
CTE ee ee 73 58 II + .106 

















* Bulletin of the Bureau of Labor, No. 99 (March, 1912), 523. 
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A fair degree of correspondence is shown throughout, the greatest 
is in the comparison with the money in circulation for the previous 
month. The correspondence shown may be expressed by the 
statement that, in the period studied, in about 62 out of 100 cases 
a movement in total circulation is followed by a similar movement 
in wholesale prices the following month. 

We next make the comparison with wholesale prices yearly 
from 1867 to 1911.' The Aldrich Report index numbers of whole- 
sale prices are used for the period 1867—90,? and those of the Bureau 
of Labor for the period 1890-1911.3 The figures for total and per 
capita circulation are the same as those used before, with the 
figures for the years 1910 and 1911 added from the Statistical 
Abstract. Since specie payments were not resumed until 1879, 
the comparison is made in two forms, from 1867 to 1911 and from 
1879 to 1911. Thus if desired, the period before the resumption 
of specie payments need not be considered. Both total circulation 
and per capita circulation are used in the comparison. 


TABLE XXXI 


CORRESPONDENCE OF THE MOVEMENT OF WHOLESALE PRICES IN THE UNITED STATES, 
YEARLY, 1867-1911, AND 1879-1911, WITH THE MOVEMENT OF THE PER 
Capita CIRCULATION OF MONEY IN THE UNITED STATES 








1867-1911 Connesronpexce| 1879-1911 CORRESPONDENCE 





Movement or Per Capita 























CIRCULATION FOR l ] 
| >| = | ° Degree | + | — | ° Degree 
Second year previous............ 20 | 21 | + | —.024| 15 | 14] 1 | +.033 
EEE POET 127/315] «| +.279| 18] 12] 1] +.194 
acide kokinekaoknen’ | 27} 16] r| +.250/ 19 | 12] 1] +.219 
TPT OTC TTTE 22/20] 1 | +.047 | 16] 14] 1 | +.065 





A fair amount of correspondence is shown. The longer period 
shows more than the shorter, and there is a shifting of the maximum 
from the comparison with the previous year in the long period to 
the comparison with the same year in the short period. 


t Cf. Hardy, “The Quantity of Money and Prices 1860-1891,’ Journal of Political 
Economy, III (March, 1895), 145. 

2 Laughlin, Principles of Money, p. 215. 

3 Bulletin of the Bureau of Labor, No. 99 (March, 1912), 523. 

4 Statistical Abstract of the United States for 1911, p. 580. 
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TABLE XXXII 


CORRESPONDENCE OF THE MOVEMENT OF WHOLESALE PRICES IN THE UNITED STATES, 
YEARLY, 1867-1911, AND 1879-1911, WITH THE MOVEMENT OF THE 
ToraL CIRCULATION OF MONEY IN THE UNITED STATES 














1867-1911 CORRESPONDENCE | 1879-1911 CORRESPONDENCE 
Movement or TOTAL CIRCULATION FOR 

+j}]-—j| 0c | Degree | + | — | o | Degree 
a ree ar jar] 1 ° reissi s ° 
SE er eer ear 23 | 20] 1 | +.068 | 18 | 13] 1] +.156 
a re errr Te 23} 19 | 1 | +.093 | 18 | 12 1 | +.194 
Second year following........... 21 | 20 1 | +.024 | 17 | 12 1 | +.167 





























This result is different from that in the comparison with per 
capita circulation—here the shorter period shows higher correspond- 
ence than the longer period. However, the correspondence is not 
so high as in the comparison with per capita circulation. The 
greatest correspondence for both the longer and the shorter periods 
is found in the comparison with the following year. 

These results throw an interesting light on Irving Fisher’s 
proposal for a “compensated dollar.” Suppose that the scheme 
were in operation and that the value of the dollar had become more 
or less than it should be. Then the amount of bullion necessary 
to procure a dollar at the mint or that would be given for a dollar 
at the mint would be lessened or increased. The effect of this 
change would be to increase or decrease the amount of money in 
circulation. Now the point is that prices would change in the 
direction desired in only 62 cases out of 100, if we may generalize 
from our past experience and if we take the greatest degree of cor- 
respondence shown in any of the present calculations involving 
the total circulation of money and wholesale commodity prices. 
In the other 38 cases out of the 100, a movement in the opposite 
direction from the one desired would take place. With such 
limited correspondence it would seem unwise to attempt to regu- 
late the price level by the proposed means. If the price movement 
were long continued in one direction, perhaps other effects than 
those working directly through changes in the volume of money 
would be observable. At any rate a possibly new factor would be 
introduced. 
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We shall next test by the method of the Degree of Correspond- 
ence two attempts which have been made to prove the Quantity 
Theory of Money statistically. Kemmerer has given in Book II 
of his Money and Credit Instruments in Their Relation to General 
Prices a statistical proof of the Quantity Theory of Money in the 
form in which he supports it. His figures cover the period from 
1879 to 1908. Kemmerer starts with the equation of exchange in 

MR+CR. . , 
the form Ps=NELN.E, ,» in which 

P; =the average price of all goods exchanged for money or checks 

M =the quantity of money in circulation 

R =the number of times the money is turned over 

. N =the number of commodities exchanged by money 

E =the number of times they are exchanged 

C =the amount of checks 

R, =the number of times the checks are turned over 

N, =the number of commodities exchanged by checks 

E, =the number of times they are exchanged. 


Values are found for the various terms on the right-hand side 
of the equation. In general, relative not absolute values are com- 
puted. The value of P, is calculated from these figures and is 
called ‘‘relative circulation.” The proof of the Quantity Theory 
of Money comes in comparing the figures for “relative circulation” 
with the index numbers obtained from actual prices. We shall 
test the closeness of the agreement between “relative circulation” 
and the index numbers of actual prices by the method of the Degree 
of Correspondence for both the direction and the amount of the 
change. The two series should move together exactly in order 
to prove that the theory holds in every case. Table XXXIII 
gives the two series of figures and the correspondence of the two 
series for the various years of the period and for the period as a 
whole. 

For direction the figures show a high degree of correspondence, 
+.48. This is not perfect correspondence but indicates that the 
two series move together in the proportion of 74 out of 100 cases. 
However, when the amount as well as the direction of the change 
is considered, the correspondence is much less, only + . 20. 
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TABLE XXXIII 
CoRRESPONDENCE OF THE MOVEMENT OF KemMeERER’s INDEX NUMBERS FOR 
RELATIVE CIRCULATION AND GENERAL PRICES 
c CoRRESPONDENCE 
RELATIVE NER. 
YEAR CIRCULATION Pasces. 
+ = * ° 
1879... 0-0 99 86 
-37 
OS ooo ean 107 105 
° 
CR pas sae 107 106 
-75 
OE, 6 b00oen 123 118 
.85 
1883......-- 112 109 
-96 
SORE. «.¢ ose 103 100 
-49 
1885....02: 84 gt 
-55 
2886........ 83 89 
.05 
1087........ 102 go 
-45 
Ps <crw onus 103 92 
QI 
1889......:- 104 93 
.84 
eee 108 go 
-64 
ae 105 04 
-75 
1892......-- 99 go 
° 
oe 119 go 
.62 
ee 102 82 
-83 
renee 104 80 
-27 
WB s o056008 103 77 
-57 
ere 96 74 
.46 
ere 113 80 
° 
re 124 80 
.05 
eee 125 92 
° 
TE. cca eds 136 92 
° 
eee 136 99 
27 
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TABLE XXXIII—Continued 

















CoRRESPONDENCE 
Year RELATIVE GENERAL 
CIRCULATION Prices 
+ - ° 
EP 131 100 
-43 
Ws eeacas 119 96 
.41 
Err 134 IOI 
-43 
ee 138 108 
-97 
ree 133 112 
.10 
Wi accnces 132 103 
+9.47 —3-55 




















For direction +19—5+(s5 Xo) = +14+29=+.48, Degree of Correspondence. 

For direction and amount +9.47—3.55+(s Xo) =+5.92+29=+.20, Degree of Correspondence. 

Irving Fisher in chap. xii of his Purchasing Power of Money 
has attempted the same sort of a statistical proof of the Quantity 
Theory of Money for the years 1896-1909. The period covered 
is not so well chosen as that covered by Kemmerer’s figures, since 
it is shorter and includes only a period of generally rising prices. 
But in some of the details of the computation, Fisher has made a 
great advance over Kemmerer. The test of the Quantity Theory 
comes in comparing the index numbers obtained directly from actual 
prices with the results reached by solving the equation of exchange 
in the form used by Fisher for the price level. The Degree of 
Correspondence has been computed for these figures" and the table 
is repeated here. The table is constructed in the same manner 
as the preceding one. It gives the two series of numbers to be 
compared and the correspondence shown in the direction and the 
amount of movement. 

For direction the correspondence is + .31 and for direction and 
amount it is +.23. It will be noted that the correspondence for 
direction only is less than that in Kemmerer’s proof, being only 
about two-thirds as great. For direction and amount of movement, 
the correspondence in Fisher’s proof is slightly greater than that 


t Magee, “‘ The Degree of Correspondence between Two Series of Index Numbers,” 
Quarterly Publications of the American Statistical Association, XIII (June, 1912), 181. 
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TABLE XXXIV 


CoRRESPONDENCE OF THE MOVEMENT OF FISHER’S INDEX NUMBERS OF PRICES 
OBTAINED DIRECTLY AND INDIRECTLY 

















CoRRESPONDENCE 
Year DmectLy INDIRECTLY 
+ - ° 
0 eee 63 54 
-43 
re 64 52 
.41 
 ererere 66 56 
.§2 
Serer 74 69 
18 
GODS. 6:4-6.5550 80 68 
-43 
re 84 76 
-75 
rere 89 82 
.26 
| eee 87 75 
.29 
ee 85 81 
+35 
OES ki icasas 9! 83 
.78 
ee 97 go 
° 
re 97 86 
-23 
Sb scscaws 92 87 
58 
Mires 100 100 
+4.08 —1.13 




















+4.08 —1.13+0=2.95+13 =+.23, Degree of Correspondence, considering amount and direction 
" a: SPUR +.31, Degree of Correspondence, considering only the direction of the change. 
of Kemmerer’s. In neither case is much correspondence shown 
for direction and amount of movement; our inference is, then, that 
these two attempted proofs of the Quantity Theory of Money are 
far from being conclusive. 

The import of these studies in the relation of the movement 
of the wholesale prices of commodities to the movement of money 
in circulation is clear. We may state it in alternative ways. 
Using tendency as the statement of what actually happens, we 
may say that the tendency of money and prices to move in the same 
direction shows itself in the proportion of from 55 to 64 out of 100 
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cases. Or using tendency in the sense of what will happen if not 
prevented, we may say that the tendency of prices to vary with the 
quantity of money is counteracted in from 36 to 45 out of 100 cases. 
If we conclude that the chief point of contention concerning the 
Quantity Theory of Money is the question of the proportionality 
of the change, then the opponents of the theory have the better 
of the argument so far as we can judge from these statistics. 

In their statistical proofs of the Quantity Theory of Money, 
Kemmerer and Fisher have attempted to make allowance not only 
for the money, but also for the factors in the equation of exchange 
other than money. This attempt gives for Kemmerer’s proof 
74 cases out of 100 where the movements agree in direction, as com- 
pared with 64 cases of agreement out of 100 when allowance was 
not made for the other factors. However, Fisher’s figures with such 
allowance do not show more correspondence for direction than the 
crude figures do. In both of the proofs, the correspondence for 
direction and amount of change is less than the correspondence for 
the direction of the change only. Since the degree of correspond- 
ence between the movement of the wholesale prices of commodities 
and the amount of money in circulation was not computed for both 
the direction and the amount of the change, we cannot compare the 
crude figures for direction and amount of change with the results 
obtained in the proofs of Fisher and Kemmerer. 

On the question of whether the amount of money adjusts itself 
to the wholesale prices or whether wholesale prices adjust them- 
selves to the amount of money, we find that in the case of the com- 
parison of the movement of the wholesale prices of commodities 
with the yearly averages of the per capita circulation of money and 
the monthly averages of the total circulation of money, the price 
changes follow the changes in the amounts of money more frequently 
than the reverse. Thus these figures support Fisher’s view that 
the price level is the passive element in the equation of exchange. 
On the other hand, the comparison of the movement of the whole- 
sale prices of commodities with the yearly averages for total cir- 
culation of money indicates that changes in the amounts of money 
follow price changes more frequently than the reverse, thus sup- 
porting Laughlin’s view. As was suggested before, the case is not 
exactly a test of Laughlin’s contention, since his statement is that 
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the volume of the medium of exchange adjusts itself to the need for 
it. Thus, in so far as the money in circulation includes money 
used as a standard, the figures do not give us an exact test of 
Laughlin’s statement. 

VII. SUMMARY 


By way of summary a tabulation is presented of the highest 
degrees of correspondence which were shown in the various com- 
parisons which have been made. Where there is considerable of 
both positive and negative correspondence, the maximum of each 
kind is given. 

I. Bonp Price MovEMENT 
1. Weekly 
a) +.199 with movement of specie and legal tenders for previous week 
b) +.212 with movement of net deposits for same week 
2. Monthly 
a) +.207 with movement of specie and legal tenders for same month 
b) +.357 with movement of net deposits for same month 
c) +.159 with movement of total circulation for previous month 
—.066 with movement of total circulation for following month 
3. Yearly 
a) +.500 with movement of specie and legal tenders for same year 
— . 500 with movement of specie and legal tenders for following year 
b) +.611 with movement of net deposits for the same year 
— .278 with movement of net deposits for following year 
c) +.500 with movement of per capita and total circulation for same 
year 
II. Stock Price MovEMENT 
1. Monthly (Mitchell) 
a) . - with movement of specie and legal tenders for following 
mont 
— .084 with movement of specie and legal tenders for second month 
following 
6) +.181 with movement of net deposits for following month 
c) +.075 with movement of total circulation for following month 
2. Yearly (Mitchell) 
a) +.474 with movement of specie and legal tenders for previous year 
—.111 with movement of specie and legal tenders for following year 
b) +.684 with movement of net deposits for previous year 
— .333 with movement of net deposits for following year 
c) +.263 with movement of total circulation for previous year and for 
same year 
—.158 with movement of total circulation for second year previous 
d) -+.263 with movement of per capita circulation for same year and 
for previous year 
— .053 with movement of per capita circulation for following year 
and for second year previous 
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Il. 


IV. 


3. Yearly (Commons and Stone) 
a) +.545 with movement of total circulation for following year 
—.158 with movement of total circulation for third year previous 
b) +.524 with movement of per capita circulation for second year 
following 
—.100 with movement of per capita circulation for second year 
previous 


Farm Propucts PRicE MOVEMENT 
a) —.136 with movement of specie and legal tenders for following 
month 
+-.119 with movement of specie and legal tenders for previous 
month 
b) +.136 with movement of gross deposits for previous month 


SPECULATIVE PRICE MOVEMENT 
1. Weekly 
a) +.046 with movement of specie and legal tenders for second week 
previous 
— .021 with movement of specie and legal tenders for same week 
b) —.039 with movement of gross deposits for second week previous 
+ .025 with movement of gross deposits for following week 
2. Monthly 
a) —.128 with movement of specie and legal tenders for second month 
following 
+ .085 with movement of specie and legal tenders for previous month 
b) +.160 with movement of gross deposits for same month 


. WHOLESALE PRICE MOVEMENT 


1. Monthly 
a) +.231 with movement of total circulation for previous month 
2. Yearly 1867-1911 
a) +.279 with movement of per capita circulation for previous year 
b) +.093 with movement of total circulation for following year 
3. Yearly 1879-1911 
a) +.219 with movement of per capita circulation for same year 
b) +.194 with movement of total circulation for following year 
TEsTsS OF STATISTICAL PROOFS OF THE QUANTITY THEORY OF MONEY 
1. Kemmerer’s 
a) +.48 for direction of movement 
6) +.20 for direction and amount of movement 
2. Fisher’s 
a) +.31 for direction of movement 
b) +.23 for direction and amount of movement 


Since we have pointed out at the close of each section the sig- 


nificance of the figures given, there remains merely the task of 
attempting to draw some general conclusions, although we recog- 
nize that it is rather dangerous to generalize from statements that 











MONEY AND PRICES, 817 


are not of equal value. The summary just given shows that, in 
general, positive correspondence is more common than negative. 
The cases of negative correspondence are probably due to some 
marked periodicity in one or the other set of figures. The highest 
degree of correspondence is +.684, that of the movement of 
Mitchell’s yearly stock prices with the movement of net deposits 
in the New York Clearing House banks for the previous year. The 
lowest amount of positive correspondence which is the maximum 
for any of the comparisons is + .025, that of the movement of the 
weekly speculative prices on the Chicago Board of Trade with the 
movement of gross deposits in the Clearing House banks of Chicago 
for the following week. As regards frequency, the maximum corre- 
spondence comes when the comparison is made between the price 
movement and a movement of money in banks or in circulation or 
deposits in banks for a previous period, 12 times; for the same period, 
11 times; and for a following period, 8 times. In two instances, two 
comparisons equally show the highest correspondence, so in sum- 
marizing each of the two is credited with the maximum. 

We are interested in the relative amounts of correspondence 
shown when the price movement is compared with the movement 
of money or deposits in banks or money in circulation for preceding 
and for following weeks, months, or years (even though the maxi- 
mum correspondence may be shown when the price movement is 
compared with the movement of money or deposits for the same 
week, month, or year). In 18 cases more correspondence is shown 
when the price movement is compared with the movement of 
money and deposits for a preceding year, month, or week than is 
shown when the comparison is made with a following year, month, 
or week. In 11 cases the reverse is true. It may be of interest to 
indicate how the instances of these two types are distributed among 
the investigations using weekly, monthly, and yearly averages and 
also among the investigations concerned with specie and legal 
tenders in banks, bank deposits, and total and per capita circula- 
tion of money. Of the cases where more correspondence is shown 
when the price movement is compared with the movement of money 
and deposits for a preceding than for a following unit of time, 
instances appear in investigations involving weekly averages 2 
times, monthly averages 6 times, and yearly averages 10 times. 
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Instances of the opposite kind are found in investigations involving 
weekly averages 2 times, monthly averages 5 times, and yearly 
averages 4 times. Of the cases where more correspondence is 
shown when the price movement is compared with the movement 
of money and deposits for a preceding than for a following unit 
of time, instances occur in investigations involving specie and legal 
tenders in banks 7 times, bank deposits 3 times, total circulation 
of money 4 times, and per capita circulation of money 4 times. 
Instances of the opposite kind are found in investigations involving 
specie and legal tenders in banks once, bank deposits 5 times, total 
circulation of money 4 times, and per capita circulation of money 
once. 

The following conclusions may be drawn from the individual 
studies and this summary. They refer, of course, only to the 
periods and the price movements studied. 

First: The relation of price changes to changes in the amount 
of money in circulation and in banks and in the amount of deposits 
in banks varies with different groups of commodities. Moreover, 
in any particular group of commodities, the relation may be differ- 
ent when weekly, monthly, and yearly averages are considered. 

Second: In no case was complete correspondence found between 
a price movement and the movement of money or deposits in banks 
or of money in circulation. 

Third: In general, the correspondence is greater between price 
movements and the movement of money or deposits in banks or of 
money in circulation when the averages used cover longer periods 
than when they cover shorter periods. 

Fourth: Some of the price movements in local markets show 
more correspondence with the movement of money and deposits 
in the local banks than is shown in the comparison of general prices 
throughout the country with the money in circulation in the whole 
country. 

Fifth: The causal influence runs from money in circulation or 
in banks to prices more frequently than the reverse. On the other 
hand, the causal influence runs from prices to bank deposits more 


frequently than the reverse. 
James Dysart MAGEE 
UNIversiITY oF CINCINNATI 











THE CHICAGO PLAN, WITH PARTICULAR REFERENCE 
TO THE RAILWAY TERMINAL PROBLEM 


About seven years ago a group of citizens induced the late 
Mr. Daniel H. Burnham to take up seriously the question of a 
plan for Chicago. For two years Mr. Burnham, his assistant 
Mr. Edward H. Bennett, and a group of some twenty members 
of the Commercial Club gave the question active study. The 
results have been given to the public in what is known as “The 
Plan of Chicago.” 

The science of city-planning is really old, though in practice 
(at least in this country) it is somewhat new. Hence, while general 
principles have been evolved, final details are by no means settled. 
City-planning is, and of necessity always will be, very largely a 
local question, topography, existing or unalterable conditions 
having an important bearing on every case. Recent years have 
brought problems unknown a generation ago. High buildings 
have added greatly to the possibilities of congestion, and rapid 
transit has created new problems and conditions. That city- 
planning is very largely an economic question and that it has an 
important influence on the housing problem, on the exaggeration 
of values on the one hand, and the equalization of land values 
on the other, is becoming more and more generally recognized. 

To some extent there is a lack of appreciation of the importance 
of the Plan. A somewhat superficial view has frequently been 
taken of the whole matter as indicated by the popular designation 
of the Plan as “Chicago Beautiful.” Any such term, of course, 
belittles the aims of the founders and the work accomplished. 
Fundamentally, what these men had in mind was highly and 
essentially practical—that a great city, like any other corporate 
undertaking, must plan ahead for its own future. An approximate 
computation showed that in the twenty-five years immediately 
preceding this work, even with the debt restrictions of the Chicago 
city charter, about two hundred and fifty millions had been spent 
in so-called betterments and improvements. Some of these 

819 
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expenditures represented money thrown away, because the work 
of one administration would, to a greater or less extent, be dis- 
carded or altered by the next. Furthermore, Chicago—like 
many other big cities—had practically never considered the problem 
of a city plan, but, like Topsy, “jes’ growed”! There is plenty 
of evidence here, as there doubtless is elsewhere, that the platting 
of streets was left largely to the owners of new subdivisions and 
that these individuals considered more their own interests in laying 
out the ground they had to sell, than any permanent scheme of 
development; and Chicago, being almost flat, it naturally resulted 
in the time-worn ‘‘checker-board” plan of street development, 
laid out with the points of the compass, instead of, as would have 
been better, parallel and at right angles to our eastern shore line. 
The only exceptions to this rule were the roads created by the 
early settlers, which usually followed some well-defined ridge, or 
else were straight or diagonal lines from some far-away point to 
the original trading-post. Examples of these are Clark St., 
Milwaukee, Archer, Blue Island, Cottage Grove, Ogden, and 
Grand avenues. 

While the study of the city-planning problem has by no means 
advanced far enough to lay down very definite conclusions, we 
have at least gone far enough to see mistakes in past methods 
and to avoid these in the future. Some suggestive points may be 
given: 

1. The laying-out of streets practically all of a uniform width 
is neither wise nor desirable, and, while the distance between lot 
lines may properly be uniform, or nearly so, the space between 
curb lines should, very evidently, be adjusted to meet necessary 
conditions. There are at least three different types of streets: 
(a) the main thoroughfare, which carries or is destined to carry 
a very heavy traffic and is largely fed by traffic from intersecting 
streets; (5) the less important, or secondary, thoroughfare; (c) the 
lateral or connecting street, whether intended for business or 
residence purposes. 

2. The idea of the diagonal artery, which has been highly 
developed by French engineers, as, for example, in the city of Paris 
and in our own city of Washington (laid out by Washington’s 
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friend, Major L’Enfant, of the French Army), has the obvious 
merit of shortening distance. Mr. Burnham and his staff, while 
realizing this advantage, confined themselves almost wholly to 
projecting or continuing existing diagonals and the creation of 
new ones only where it was very necessary to reduce congestion or 
to create new routes around congested areas. 

The importance of an intelligent arterial system is apparent 
when we study the subject. Thus, the city of New York affords 
a notable example of a faulty street plan. The north-and-south 
avenues, which of necessity must carry a very large volume of 
business (the city being very long and narrow), are spaced far 
apart and are, therefore, infrequent; whereas the east-and-west 
streets, all of which are short and simply feeders to the main arteries, 
are, on the other hand, spaced close to each other and hence are 
unnecessarily frequent. If this condition had just been reversed, 
it is probable that New York could have avoided, for a number 
of years at least, the necessity of elevated roads and subways. 
In other words, New York has had to supplement the surface of 
its few north-and-south arteries with overhead and underground 
tracks, which, being free from the interruption of frequent cross- 
ings of traffic, are able to relieve the streets greatly. 

Paris has been very largely remodeled, and in respect to its 
street plans there has been a complete readjustment in the last 
fifty years. The initial steps in this great undertaking were, of 
course, taken during the Second Empire and it may be doubted 
if it could have been accomplished under a pure democracy; but, 
however that may be, that work, once inaugurated under Louis 
Napoleon, has been carried forward and extended by the republic. 
By comparison, the difficulties in the way of carrying out a reform 
of existing conditions in our country seem very great, and the legal 
obstacles many. Anyone who has studied the question in this 
country feels the lack of power and control which the more highly 
centralized governments of Europe have developed. But the 
difficulties are surely no argument against the preparation of a 
plan by an American city. Indeed, they emphasize the need of 
one. The fact that our charter greatly restricts our debt limit, 
making it necessary to pay our way as we go, and the lack of con- 
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tinuity in our city government are both arguments for having a 
plan toward which every effort and expenditure shall be directed. 

Among the fundamental decisions arrived at in the study of 
the question of a city plan, it was soon discovered that there were 
none more important than those dealing with transportation, 
divided broadly as between: (a) extra-urban transportation; 
i.e., steam railroads connecting us with other cities; (6) suburban 
transportation; i.e., steam and electric roads connecting us with 
suburbs; (c) urban transportation lines; i.e., elevated and street 
trolley lines (to be supplemented in the near future by a system 
of subways); (d) the vehicular traffic; i-e., fast- and slow-moving 
motor and wagon traffic on streets; (e) lake and river transporta- 
tion. 

It is apparent that the whole street structure of a great city, 
itself created to suit the miscellaneous transportation needs, must 
be adapted to these other specialized uses, and to the extent to 
which these transportation facilities have already been created 
in such a way as to be unalterable, the plan of the future must 
adjust itself. 

Chicago, on account of its location in the center of a very rich 
agricultural territory, and at the headwaters of lake navigation, 
furthermore, at the point where, even in early days, river and lake 
transportation met and required transfer, became an important 
trade center and therefore attracted the railroad builders to extend 
their lines from all directions to reach it. And because the country 
surrounding us is flat, these railroads came in by the easiest or 
most convenient way—an advantage to Chicago in the early days, 
but a source of great difficulty today because it has produced a 
network and confusion of railway lines and intersections such as 
exists at no other place in the world. In most cities the geo- 
graphical and topographical conditions determine the entrance 
through certain defined routes, and not otherwise. But, in spite 
of the apparent chaos, a study of the question develops the fact 
that, on the whole, the arrangement is more orderly than was at 
first suspected, and that the twenty-three railway lines reaching 
Chicago group themselves, as they approach the heart of the city, 
into seven well-defined arteries, as indicated in the diagram (Fig. 1). 











CHICAGO PLAN AND RAILWAY TERMINAL PROBLEM 823 










































































. e 
= 4 
aq . 
& . 5 a 
a a ° 
oe) 3 a 2 
| 4 3 
Devon av. ed 
\ | > 
K 
Lawrence Av. SN“ "\ 
Belmont Av. Q \ 
orth Av. \ 
| 
Madison st, 
3s 
22nd St. nad a 
; 4 
- 
39th st. a YA > 
| z 
55th St. 
| \ 
Tlst St. | 
| \ 
} | i) 
e7th St. | 
103ra St. | \ 
§ 
1 « 
119th St. a — 
| | im 
) s | 
< N 
oe Ss 
§ @, 3s 
+ ° Z a - s 
ro = 2 2 dq 
s § @ @ 2 4 
7 4 <q n a 6 











Fic. 1.—Skeleton map of Chicago, showing streets at two-mile intervals, the 
Chicago River, and the main railway entrances to the heart of the city. 
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Between these main railway arteries is a network of streets, some 
of them carrying an enormous volume of traffic, which converge 
into a constricted business district. That the main features of 
this anatomy are intimately interrelated, no one can deny; and, 
while the main railway and street arteries cannot be greatly altered, 
there are undoubtedly opportunities to modify and supplement 
them. 

Diagrammatically, the relations of the North and South sides 
of Chicago might be likened to the two halves of an hour-glass, 
joined by a narrow and constricted neck; on one side might be 
shown the lake, on the other, adjacent but detached,’ the West 
Side, the greatest both in area and in population of the city’s three 
sections (see Fig. 2). Obviously, the problem of the Chicago 
Plan was to enlarge the passageway between the North and South 
sides through the business district, and at the same time bring 
the West Side into closer and more vital connection. The way 
the Plan proposed to accomplish this has been, perhaps, sufficiently 
illustrated, but its five principles may be here mentioned for con- 
venience: (1) enlarging the business area by pushing the railway 
stations south to Twelfth St.; (2) straightening the river so as to 
open at least three new north-and-south streets; (3) widening 
Twelfth St. and creating a wide Congress St., to bring the West 
Side into closer and more intimate connection with the city’s heart; 
(4) widening Halsted’ St. (the principal West Side street) and 
making it one side of the city’s inner quadrangle; (5) establishing 
the city’s future civic center on the West Side. 

Long after this plan had been promulgated and adopted by the 
city as a general scheme toward which it should work, the Penn- 
sylvania Company and allied lines, generally known as the Union 
Depot group of roads, submitted to the city a proposition for build- 
ing a new station near the site of the old Union Station. Because 
the proposed depot involved some important modifications in the 
Plan, in respect to the proposed civic center and the Congress 
St. axis, and because it was particularly objectionable in that it 


* The detachment of the West Side from the central downtown district is caused 
partly by the river, but also by the large area adjacent to the river given over to rail- 
way uses. The streets from the West Side to the business district are few and narrow. 
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enlarged the area in the downtown district already given over to 
freight facilities, and by overhead construction appeared to deny 







NORTH 


oO IDE. 
Population 360,000 







U 


~ 







Business 
District 






WEST 







SIDE 
Population 990,000 










SOUTH 


SIDE 
Population 820,000 





Fic. 2 


the possibility of widening existing arteries or creating new ones, 
considerable opposition developed to the proposal. After a very 
thorough ventilation of the subject, the committee of the City 
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Council having the matter in hand employed Mr. John F. Wallace, 
an engineer of extensive experience and national reputation, to 
advise them. Subsequent to this, and quite recently, a disinter- 
ested group of citizens has employed Mr. Bion J. Arnold, a well- 
known electrical engineer, who has long been identified with urban 
transportation problems, to make a thorough study of the whole 
question and be prepared, if necessary, to review the work of 
Mr. Wallace. As a result of these studies, there is no doubt now 
that the whole subject will have a complete investigation, and 
while we may not succeed in carrying out the ideal solution, there 
is every reason to hope that certain important principles will be 
established. 

It has been said before, but cannot be repeated too often, 
there are three interests prominently involved: (1) the steam 
railways, (2) the elevated and trolley lines, and (3) the public, 
represented by the city government and its citizens. There cannot 
be a satisfactory solution by any one of these interests without 
regard to the others, and while there is a disposition on the part 
of some of those affected, to feel hurt at the reception which their 
plans have received, because they feel that the public, instead of 
meeting those plans with criticism, should have accepted them 
with gratitude, yet this spirit is very evidently due to a mis- 
understanding of the city’s true position, which is not hostile 
to the railroads or to any group of them, but is naturally and 
properly for the protection of its own future development in 
which the railway companies, like other citizens, are immensely 
interested. 

Too little recognition is often given to the fact that the city 
has a right to work out an intelligent scheme of development 
which it is the duty of its own corporate officers and its citizens 
jealously to safeguard. Its streets and alleys are just as impor- 
tant to it as are the rights of way of those other corporate entities, 
the railway and the street-car system. The steam railway and 
the street railway are public service and “quasi-public” corpora- 
tions, with rights and duties in many ways not dissimilar from the 
city corporation. A perfect adjustment of these interrelations 
necessarily needs careful planning and, above all, patient and 
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intelligent consideration of future needs. With us, as elsewhere, 
the people have been tardy; their representatives have imperfectly 
understood the problem; but in accepting the Commercial Club 
Plan of Chicago (as has been done officially) a start has been made 
in the recognition of an important principle. Never again will 
any public or private interest be allowed to put a substantial 
obstacle in the way of that plan. It may be modified and improved, 
but never dwarfed or throttled. 

The Plan of Chicago as drawn showed alternative schemes for 
the railway terminal development. Each contemplated a group 
of stations along Twelfth St. and another group along Canal St., 
these two groups, connected by a wide street—Twelfth St. on the 
south and Canal St. on the west—representing two sides of a 
square. But those who worked on the Chicago Plan would doubt- 
less admit that the study of this particular question has progressed 
so far since their plan was promulgated that the present solution 
must not be limited to following the suggestions already made, 
but should be studied in a thorough way, with full recognition of 
the necessities of the future. In other words, we must retain all 
the merits of the Burnham Plan and make such improvements 
and modifications in it as our more thorough experience and 
study shall dictate. 

Enough has been said to point out that there must be co- 
ordination and correlation between the various transportation 
facilities, first, between the trunk-line railroads themselves, sec- 
ond, between these facilities and the city’s facilities for traffic on 
streets, through subways, on elevated roads, or by river trans- 
portation. At the present time there is a very serious lack of 
correlation, which results in economic waste, and this in turn falls 
both on the transportation companies and on the public. The 
necessity of working out these interrelations may, perhaps, be 
best illustrated by notable failures to do so in other cities. Take 
Boston, for instance, where a fine development of a terminal 
(the South Terminal Station) was created without reference to 
the city’s street-car system or to its relation and connection with 
the railways in the North Terminal Station. The difficulty of 
getting from the hotel or residence district of Boston to the South 
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Station, except in a cab, is pretty well recognized and is one of 
the things which ought to be corrected. In New York City, the 
Grand Central Station was long ago placed at Forty-second St. 
and Park Ave., but it took a good many years before the city’s 
transportation facilities by subway, elevated, and surface lines 
adjusted themselves to this location; but this has now been done, 
and this center by gradual growth and adjustment has become 
one of the great focal points in New York City. The Penn- 
sylvania Railroad, in building its new station between Seventh 
and Eighth avenues and Thirty-first and Thirty-third streets, 
located it there in the confident expectation that they would have 
a subway in Seventh Ave.; but the subway is yet a long way off, 
and the station—though ten blocks nearer the city center than the 
Grand Central Station of the New York Central—is, by reason 
of the lack of co-ordination with city transportation facilities, 
far from accessible. This seems to prove the contention of city- 
planners that the correlation of all transportation facilities is 
more important than distance alone. 

An important feature of the Chicago problem is that the rail- 
ways in the early days of the city’s development acquired a large 
amount of real estate that is now near the center of the city (see 
Fig. 3). Inall, there are some 250 acres north of Sixteenth St.; and 
because this is almost a solid block of property, with few streets 
across or through it, it is sometimes spoken of as a “‘ Chinese wall.” 
It is doubtful if the railroads could sell or abandon this property, 
even if they wished to do so; and, on the other hand, the public 
is interested in seeing the property developed. At the present time 
much of it is not only an eye-sore, but seriously injurious to the 
city and surrounding property. How it shall be developed more 
intensively, as we might say; how old streets may be widened and 
new streets extended through it are problems for the engineers, who 
are studying the question, to solve. 

Railway managers are coming to the decision that expensive 
and extensive terminals are neither proper nor justifiable from any 
standpoint. There is a growing belief, especially in respect to 
suburban traffic, that there is no need of terminal facilities at all, 
but that by through-routing or continuous movement of trains, 
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Fic. 3.—Map prepared by Mr. Jarvis Hunt, showing railway property owned in 
the central district of Chicago. 
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the public would be better served and at less cost to the railways.' 
Depots, with their elaborate comfort facilities, are obviously 
necessary for long-distance travel, but with terminal stations 
relieved of the burden of suburban trains, less space would be 
required. Recent development in electrification, which is likely 
to come into use, at least for suburban service, in the not-distant 
future, opens up a good many new possibilities; and one of the 
advantages (or, as it might be called, a “‘by-product”’) of electric 
traction is to be found in the fact that, with the avoidance of smoke 
and steam and the gases of combustion, it is possible to utilize the 
space over tracks for general building purposes. In this connec- 
tion, witness what is being done in New York City over the New 
York Central terminal. This clearly points to the fact that ter- 
minals, while enormously expensive (on account of the value of 
the property taken and the massive construction required), can 
yet be made, partially at least, self-sustaining. Another fine 
example is to be found in the Church St. Terminal office building 
of the Hudson Terminal Railway in New York City. 

And in what has been said about this terminal question, the 
problem of the city’s freight has not even been touched upon. 
As to this, certain generalizations can at least be laid down: 

First: So far as possible, freight in transit to points beyond, 
whether in carloads or in small packages, must not be handled in 
the busy portions of the city. This problem is being dealt with 
and is in a fair way to be solved in the near future, in the so-called 
“‘Clearing” yard outside the city limits. 

Second: It is just as important that the railway freight stations 
should bear some interrelation as it is that the passenger stations 
should. Indeed, it might be said to be even more important, 


* The greatest transportation machine in the world, viewed from the standpoint 
of its capacity and safety, is the Interborough system of New York. Here, a four- 
track tunnel beneath the streets and through rock, costing, say, two millions of dollars 
per mile, is carrying enough passengers at a nickle fare to make it a highly profitable 
enterprise. The record movement in one day has been as high as 1,340,000 people; 
and this has been done by continuous movement of trains and an utter absence of 
expensive downtown terminals. Its annual capacity is about ten times that of the 
busiest railway terminal in this country. 
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because human beings have the advantage of mobility, whereas 
freight must be moved by some vehicle or form of conveyance. 

Third: In respect to the freight business, as with the passenger, 
there must be an interrelation between other means of transporta- 
tion, whether by roadway or waterway. 

Fourth: The expenditures necessary to create these facilities 
must be justified by more economical methods or improvements in 
service. 

The foregoing is little more than a statement of the difficulties 
which surround the vexing question of the relation of transporta- 
tion facilities in a great city to the city’s own street plan, which in 
itself is created to serve a multiplicity of transportation needs. 
The problem of Chicago, while exceptional in its details, does not 
differ in principle from that of other cities. If a happy solution 
can be worked out here, it will prove beneficial to all concerned 
in this and other communities. It is a problem requiring good 
temper, patience, fair dealing. It may be said with confidence 
that real progress has been made, first, in stimulating the imagina- 
tion of many people as to what may be accomplished by intelligent 
city-planning; next, by a wide campaign of education all over 
the city in our schools, clubs, and churches, as to the features of 
the Plan; last, but not least, in substantial accomplishment—a 
widened Michigan Ave., the widening of Twelfth St. well in hand, 
the creation of a continuous park along our lake front about to 
be taken up, etc. The final solution of the railway problem may 
have been delayed, but it is safe to say it will be better for that 
delay. Our congestion, our bad housing-conditions, our slum 
districts, are all problems intimately related to the perfecting of an 
intelligent plan, and every blow struck should be in the direction 


of its accomplishment. 
F. A. DELANO 


CHICAGO 





THE INDIAN GOLD ABSORPTION 


So much has been written concerning the increasing production 
of gold that it is a relief to turn from a consideration of that subject 
to the question of an increase in the actual consumption of the 
precious metal. In investigating the Indian gold absorption, the 
reader would do well to dismiss from his mind much that has been 
written in India and Europe regarding the British management of 
Indian finance and currency. The controversy concerning the 
latter question has been so acute that the relevant facts have been 
obscured by racial animosity on the one hand and political bias on 
the other. This is to be regretted, since the effect on prices in 
Europe and America consequent upon the satisfaction of India’s 
demand for gold has been used merely as a peg upon which to hang 
acrimonious criticism rather than as the basis for a logical argu- 
ment on the matter. However, the object of this article is not to 
enter into a discussion upon the merits and demerits of the various 
opinions expressed, but to lay before the reader a plain statement 


of facts concerning the Indian consumption of gold and its possible 
effect on the world’s markets. 

The total production of gold during the past eleven years has 
been approximately $4,459,514,962, and although it is not possible 
to trace definitely and fully all of the new product to its destination, 
yet it is reasonably certain that the gold has been distributed among 
the world’s markets somewhat in the following proportions: 


$ 792,747,335 
99,093,417 
396,373,667 
495,467,082 


941,554,848 


Absorbed by other banks, plus amounts in circulation and 


private holdings -  §99,516,508 
Absorbed by the arts and manufactures 1,025,811,769 


$4,459,564,962 
832 





THE INDIAN GOLD ABSORPTION 833 


From this table we see that India has taken 495 million dollars, 
or about one-ninth of the total gold production of the world. If 
the present rate of absorption lasts, it is possible that a still larger 
proportion will be taken during the next five years. 

It is this aspect of the question which the English financiers and 
bankers do not like to contemplate. The United Kingdom during 
1858-1910, a period of fifty-three years, imported $963,160,000 
more of gold bullion and specie than it exported, that is, an excess 
of about $19,000,000 a year, which excess one authority, H. V. 
Gibson, estimates to have been absorbed by four channels: 
increased bank gold reserves, increased currency requirements, 
jewelry, and increased use in the arts and manufactures. 

As a matter of fact, during eleven years the annual average 
reserve of the Bank of England has only increased by about 
$30,000,000, which seems to indicate that Great Britain has not 
been able to retain the proportion of the gold output to which its 
position as the one free gold market in the world appears to entitle 
it. The Indian drain of gold is the cause of this shortage. 

India has, of course, been a constant user of bar gold for many 
years past, and it was only comparatively recently that figures took 
an upward turn; in 1901-2, for instance, she exported $2,598,950 
more gold bullion than she imported, but during the five years 
1907-12, her imports exceeded exports by $122,656,685.. A 
proportion of this gold has probably gone to supply a definite 
domestic need, but the greater part has no doubt been utilized to 
swell the hoards of the various native potentates of which we hear 
so much from time to time. 

The gold bullion imported is presumably determined by the 
demand, but a comparison of the various amounts of gold India im- 
ported and exported last year, rather inclines me to the view that 
figures for gold bullion will not materially advance. From January 
to December, 1912, $35,721,915 in bullion (bars, ingots, and other 
uncoined gold) was retained in India, but investigations now show 
that allowance must in future be made for the proportion of gold 
which it is found can be supplied from the stock of sovereigns, since 
for certain purposes the sovereign is of greater utility to the native 
jewelers than the small five- and ten-ounce gold bars formerly in 

* Taking $5 to £1. 
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vogue. When a small quantity of gold is required, a full-weight 
sovereign is said to answer the jeweler’s purpose: he knows its exact 
weight, fineness, and value and has no difficulty in obtaining the 
coins; added to which, the sovereign is slightly cheaper in districts 
off the beaten track. 

It is, then, in the total absorption of sovereigns that we must 
henceforth expect to find the greater increase, and before reviewing 
the various figures, it may be well to indicate the manner in which 
sovereigns are remitted to India. 

In the first place we shall avoid confusion if we differentiate 
between the types of coin remitted, as in the one case shipments 
represent exchange operations and in the other the supplying of a 
definite article for which there is a genuine industrial demand. In 
the latter case I refer to ‘‘shield’”’ sovereigns, a type of coin bearing 
the Victorian effigy on the obverse and a shield on the reverse. 
These sovereigns are greatly in request by the Indian natives, who 
require them for ornamental use, but the English sovereigns with 
St. George killing the dragon, on the reverse, are not receivable, 
because the native’s beliefs preclude his melting such coins. He 
imagines the dragon to be a sacred animal, and solemnly avers that 
St. George could not have killed it; therefore he will have nothing 
to do with a coin illustrating the famous British legend. 

The value placed upon shield sovereigns and half-sovereigns is 
merely a sentimental one, and as these coins never return into 
circulation, and no more are being minted, we regard the trade in 
England as a dying industry. The mere fact of their being in 
special demand for ornaments has caused a premium to be placed 
upon them—at the time of writing the London price shows a 
premium for every one hundred sovereigns of £3 to £3 5s., accord- 
ing to quantity offered, and it is becoming increasingly difficult to 
obtain the coins even at that price. 

Other types of coin commanding a premium in London for 
shipment to India are the ‘‘Bunhead” and “Jubilee” sovereigns. 
The former are so called because the head of Queen Victoria appears 
on the obverse with the hair dressed in the shape of a bun, while 
the latter were the coins specially struck to commemorate the 
Queen’s jubilee. 

The statements compiled by the government of India do not 
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distinguish between the different types of sovereigns imported, but 
it was estimated some years ago that the import of shield sovereigns 
into Bombay alone was $2,000,000 a year, and, judging from the 
present demand, there is every prospect of the whole amount 
which was originally minted finding its way to India. 

Apart from these ornamental coins, it may be taken as certain 
that the great bulk, if not all, of the sovereigns which leave England 
for India are passed through the government currency offices. 
Consequently we must briefly consider why they are offered to the 
government and how they are remitted from England. 

In London we have a number of merchants, bankers, and 
financiers desirous of making remittances to India from time to 
time, while the Indian government in turn is under the necessity of 
making large payments in England in sterling for its purchases of 
bar silver, interest on loans, pensions due, and services rendered. 
The former require rupees in India to pay for produce imported 
into London, and the latter requires sovereigns for disbursements in 
London. To meet the convenience of both parties it has become 
the custom for the secretary of state for India to make weekly 
sales of drafts and telegraphic transfers. Tenders are invited 
through the medium of the Bank of England for either class of 
remittance in lacs of rupees—a lac being equal to 100,000 rupees; 
and both bills and transfers are issued on three centers, Bombay, 
Calcutta, and Madras, each tenderer specifying at which place he 
desires to receive rupees. If immediate settlement of indebtedness 
is desired, cable transfers will be applied for, but if a remittance by 
mail will satisfy the Indian creditor, drafts will be tendered for, and 
in the latter case, as the India Council has the use of the sovereign 
equivalent in London for two or three weeks before the rupees are 
paid over in India, a lower rate will be paid for drafts than for 
transfers. 

This selling of rupees to the highest bidder does not go on 
indefinitely. It sometimes happens that there is no hurry for the 
gold needed to meet the sterling engagements of the Indian govern- 
ment in London, in which case allotments of drafts will not be made 
below a certain figure, say 15. 4;',d., and the would-be remitters 
are led to look elsewhere for a cheaper form of remittance. 

As is well known, there are only two ways of procuring rupees 
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from the government in India: a banker or merchant may present 
Council drafts purchased in England at varying rates per rupee, or 
he may tender sovereigns in exchange for rupees at the fixed rate of 
1s. 4d. There is, it should be noted, a legal obligation to issue 
rupees in exchange for sovereigns in India at the rate of 15 rupees 
for one sovereign, and under Section 11 of the Indian Paper Cur- 
rency Act of 1910, currency notes are also issued at the same rate 
in exchange for sovereigns. The problem therefore resolves itself 
into a comparison between the price asked for India Council drafts 
in London and the laying-down’' cost of sovereigns in India. 

Eastern banks and exchange houses will buy the bills so long as 
their cost does not exceed that of shipping sovereigns to India, but 
directly the price of Council bills goes beyond that point, they cease 
to be salable to the large buyers except in unusual circumstances, 
and it will then be a more profitable operation to send sovereigns 
direct to India to be exchanged for rupees. 

Sovereigns are not always shipped direct from England; a large 
number are available every year in Egypt, to which place they have 
previously been sent for the purpose of financing the autumn cotton 
crop. Prior to the closing of the Indian mints to the free coinage 
of silver in 1893, these coins used to be reshipped to England, but 
now they tend to remain in Egypt pending offers from India 
through the exchange banks in London. Approximately 5} million 
sovereigns left Egypt for India in 1911. 

The Australian product is also freely taken by India, about 8} 
million sovereigns being obtained from Australia during the 
same year. 

Different conditions, however, govern supply and demand in 
each country. The amount in Egypt is dependent upon the 
quantity she has previously imported from London, and this 
importation is again governed by the prospects of a good or bad 
cotton harvest; while Australia not only produces her own gold 
but also coins the sovereigns in her own mints. 

The supply available for export from Australia depends upon 
the exigencies of the wool season: if the sheep farmers are success- 
ful, a large quantity of wool will be on offer, and the sovereigns will 


t The “laying-down”’ cost means the net price of the sovereigns plus all shipping 
charges, insurance, interest allowances, etc. 





THE INDIAN GOLD ABSORPTION 837 


be required to finance the export trade; but with a dry season and 
the resulting hardships from the drought, the Australian demand 
for gold will be poor, and more sovereigns will consequently be 
available for India. 

As far as the banks are concerned the business may be regarded 
simply as an exchange operation. Australian and Egyptian banks 
have branches in London, and at certain periods these offices need 
funds for current business in England. If, therefore, the foreign 
branch has more money than it can profitably use, it is compara- 
tively easy to contract for shipments of sovereigns to India from 
Australia or Egypt in return for payment in London by the Eastern 
banks; due regard in each instance being paid to the laying-down 
cost of these funds and the necessity for receiving them in London 
the moment the Australian and Egyptian banks find themselves 
under the necessity of undertaking financial operations in England. 

Apart from the sovereigns which have a sentimental value, the 
Indian imports also represent exchange operations, since the com- 
parison the Indian banker makes is that between the cost of Council 
remittances and the cost of laying down the gold in India, but there 
is this difference. On arrival in India the sovereigns are not 
retained by the banks: they are immediately deposited with the 
government currency offices and notes are drawn out in exchange. 
When the banks need currency the notes are returned, the form in 
which currency is drawn out depending on the native requirements 
at the time. 

Correctly speaking, one may say that sovereigns are imported 
for the express purpose of obtaining currency, but it must be 
remembered that the amounts imported are governed by other and 
more varied considerations. The coins are not necessarily sent to 
India for use as a circulating medium, but are found to go into 
that country when they happen to be the cheapest form of remitting 
funds, and although the exact use of a large number of the sovereigns 
can be accurately ascertained, yet to a certain extent the figures 
indicate nothing more than the general conditions of the foreign 
exchanges, say between Australia and London, Egypt and London, 
and India and London. 

The fact that a large number of “dragon” sovereigns are 
imported into India, notwithstanding the embargo placed upon 
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them by the natives, goes to prove this contention, for the coins 
rarely find their way into circulation there. As a rule, they are 
tendered to the government by the importing banks to be exchanged 
for rupees, and this type of sovereign may be said to form no 
inconsiderable part of the gold held in the gold standard and paper 
currency reserves in India. 

As I have shown, there are few data to indicate the exact quanti- 
ties of the different classes of coin imported and exported, but some 
idea of the magnitude of the Indian gold imports and of the ultimate 
disposal of sovereigns will be gained from the fact that from 1902-3 
to 1911-12 sovereigns to the amount of £80,160,090 were imported 
and £21,265,560 exported, giving a net import of £58,894,530. 

As explaining the exports of sovereigns, it should be noted that 
over 17 millions of sovereigns were exported during 1903-7; since 
that period exports have been trifling. The total exports have 
been partly consignments of light sovereigns to be exchanged at the 
Bank of England for value, partly remittances to pay for silver 
required for coinage when the stock of rupees in the paper currency 
reserve was becoming unduly low, and partly transfers from the 
portion of the paper currency reserve held in India to the portion 
held in England, which were made in order to provide means for 
supporting exchange when occasion should arise. 

Imports and exports of gold coin other than British are insig- 
nificant, the figures for the period in question being £1,872,666 and 
£305,902 respectively. 

Taking 1911 as a fair average year, I find that the net imports 
of British gold coin were £13,937,072. Of these £6,072,000 were 
retained in the hands of the government and £7,865,072 passed 
into the hands of the public. To carry the investigation still 
further, the approximate amounts retained in the hands of the 
government, and passed into the hands of the public during the 
period from January 1, 1900, to December 31, 1911, were £5,817,000 
and £37,329,000 respectively. 

In the figures supplied by the currency offices and those obtain- 
able from the trade statistics for 1911-12, there is a difference of 
£1,289,000, which may be taken to represent the approximate 
import of shield sovereigns for that year. 
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The figures for bullion (bars, ingots, and other uncoined gold) 
for the period 1902-3 to 1911-12 are interesting by way of compari- 
son. The total imports were £63,813,582 and exports £22,521,842, 
leaving a net import of £41,291,740. 

The statistics for 1912 are particularly instructive, and I have 
taken out the figures separately. For the twelve months January 
to December, 1912, there was a net import of £20,292,616 of 
sovereigns and other British gold coins as against £7,144,383 of gold 
bullion. The net import of gold bullion for the period 1911-12 
showed a decrease of £850,909 as compared with 1910-11. 

There is no doubt that a considerable number of sovereigns have 
merely replaced rupees in the hoards in India; but, as the Comp- 
troller of Currency succinctly remarks, no real information can 
be obtained from statistics as to hoarding until the country is 
“‘saturated”’ with gold, using the word in its technical sense. 
However, as regards the gold actually doing money’s work, we may 
safely take the receipts of sovereigns in the treasuries, post-oflices, 
and railways as indicating the extent to which the coins are entering 
into the daily transactions of the Indian people. The returns show: 








Post-Offices 


T : 


Railways 





£1,358,000 
1,001,000 
265,000 
638,000 

I 1363,000 


£4,409,000 
2,748,000 
945,000 
3,177,000 
5,626,000 


£1,045,000 
710,000 
134,000 
597,000 
1,222,000 














These figures do not, of course, account for anything like the 
total quantity imported, but they are reliable evidence of the fact 
that the use of the sovereign as a currency medium must be steadily 
increasing. Asa matter of fact, it is found that the coin is regularly 
used in northern India, Bombay, and part of Madras, but that in 
other parts of India its main use is for conversion into ornaments or 
jewelry; and the view the authorities take is that once the sovereign 
comes to be used in the jute and rice trades, as it is already used 
for the wheat and cotton, its circulation will be increased enor- 
mously. Everything thus points to the possibility of the steady 
increase in the Indian gold absorption. 
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The importation of sovereigns into India during the last few 
years is partly due to the Indian demand for the coins, but it is in a 
larger measure due to heavy surplus exports of Indian produce, viz., 
rice, jute, wheat, etc. One reason why India exports more than 
she imports is that she has annually to find some eighty million 
dollars for her Home Charges payable in England, and this liability 
is met, not by exporting gold, but by exporting produce. The 
financing of these exports is almost exclusively in the hands of the 
exchange banks, which, in point of fact, are the same banks which 
have financed the Indian imports; and the money used to buy the 
exporters’ bills is for the most part that obtained by the encashment 
of drafts on Indian importers plus the difference necessary to make 
up the amount by which India’s exports exceed her imports. The 
exporters’ bills are remitted home by the banks to their London 
branches, and in due course are collected from the drawees in 
England; but, since advances against bills remitted rarely exceed 
75 to 80 per cent of the real value, the amount received is con- 
siderably more than the banks have paid out; consequently, as the 
London offices of these banks are under the necessity of remitting 
the amount back to India, the difference is made up by purchasing 
the Council bills and transfers which the secretary of state sells in 
order to obtain the amount for meeting his Home Charges. 

As is well known, however, Council drafts in the past have been 
sold considerably in excess of this amount ($80,000,000) and these 
serve for the counter-remittances to India needed by the banks, 
unless, as I have explained, circumstances arise to prevent the 
sending of Council remittances, in which case the alternative is for 
the banks to ship gold, i.e., sovereigns. 

It remains for us to consider the effect on prices occasioned by 
this Indian drain of gold. 

There can, I think, be no question that India has benefited by 
the new order of things. The economic condition of the people is 
certainly far in advance of what it was ten yearsago. By reason of 
the high prices hitherto received for her exports, India is in a 
correspondingly prosperous condition and the burden of taxation 
has therefore not pressed too heavily on the people. We do not 
find that prices in India have materially risen; but will this state 
of affairs continue? I think not. 
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Briefly stated, the position is this. Prices in Europe have risen 
owing to the large increase of money and credit consequent upon 
the vast output of the world’s gold; moderately priced Indian 
commodities have poured into Europe, and probably into America 
also, to take advantage of these high prices ruling, the net result 
being a large increase of Indian exports on the one hand and a 
corresponding increase in European imports on the other. Taking 
this in conjunction with the other causes which make for an increase 
in prices, the natural sequence of events would appear to be that, 
as soon as gold payments are made for the commodities, there 
should be an eventual fall in prices in England, the importing 
country, due to the diminution in the money or credit supply; and 
the transference of the gold to the exporting country ought soon to 
cause a rise in prices there, since the trend of prices in one country 
is always reflected in those of other countries with which she is 
intimately connected by commerce. 

It is undoubtedly the case that with two countries like India 
and England the ultimate result should be toward an equalization 
of prices in both countries, and the absorption of gold by India really 
does go a little way toward removing the adverse effect on prices 
caused by the uneven distribution of gold; but the rock on which 
most theories have split in the case of India is summed up in the 
magic word “‘hoards.’”’ That an enormous amount of gold does 
still go into the Indian hoards is unquestionable, and so long as 
that state of affairs continues, it cannot be said that India is using 
her proportion of the world’s gold for doing money’s work; conse- 
quently, the economic factors governing the commerce of countries 
and price movements are hardly applicable. Whether or not these 
hoards of gold will ever be relinquished is a moot point, yet there is 
little doubt that, but for the steady inflow of gold into the native 
hoards, the evils of rising prices in Europe and America might have 
been very much more acute. 

Personally, I believe that if the output of gold continues to 
increase, we may be glad of the Indian demand; but since the time 
when de Launay estimated that we might for at least thirty years 
look for an output of gold higher than, or at least comparable with, 
that of the last few years, events have moved with startling rapidity. 
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Following the trouble in the Balkans, Germany has materially 
strengthened her gold reserves and war chest, and France has acted 
similarly, while other European countries are walking warily in the 
matter. In fact, it is not too much to say that all gold-using 
countries are now keenly alive to the necessity of strengthening and 
preserving their reserves of gold. The United States, it is to be 
presumed, has given due weight to the question, since during the 
summer of this year offers were made to ship gold to London should 
the prevailing monetary stringency have necessitated such a step; 
but fortunately the gold was not taken from America. These facts 
lead one to conclude that the world’s gold is now becoming absorbed 
more rapidly than was estimated. 

Taking the present European absorption with the continued 
Indian demand, in what position is the United States? In 1907-8, 
during the serious financial crisis in the States, Europe was in a 
position to send gold to New York, which to some extent relieved 
the panic there, but if in similar circumstances America again 
required a large quantity, it is extremely doubtful whether a suf- 
ficient supply would be forthcoming in the near future. The 
Bank of England will probably seek to retain a larger share of gold 
than hitherto, and there is little use in looking to other European 
countries for an adequate supply. It is to be hoped, therefore, 
that the American banking and financial communities realize the 
position, and that they, in common with their European confréres, 
will act cautiously until such times as the Balkan imbroglio is at 
an end. 

Finally, the consummation devoutly to be hoped for is that the 
future destinies of Indian finance and currency may be shaped in 
such a way as to permit of a regular Indian efflux as well as influx 


of gold. 
WILLIAM F. SPALDING 
Lonpon, ENGLAND 





NOTES 


BOND INVESTMENTS BY NATIONAL BANKS 


Paragraph seven of the national banking law provides that any such 
association shall have power to “Exercise by its Board of Directors or 
duly authorized officers or agents subject to law all such incidental 
powers as shall be necessary to carry on the business of banking; by 
discounting and negotiating promissory notes, drafts, bills of exchange, 
and other evidences of debt.”” Two very strong decisions of the United 
States Supreme Court have held that no power is given under this 
section to buy stocks in any corporation,’ and there are a number of 
decisions to the effect that no national bank may purchase or hold the 
stock of any other national bank. The court has conceded that national 
banks may buy unmatured coupons detached from bonds? but has never 
fully passed upon the right of national banks to purchase for investment 
any bonds other than those of the United States. But in California 
Bank vs. Kennedy‘ that court held: “It is settled that the United States 
Statutes relative to national banks constitute the measure of the author- 
ity of such corporations and that they cannot rightfully exercise any 
powers except those expressly granted or which are incidental to carrying 
on the business for which they are established.” And in First National 
Bank of Charlotte vs. National Exchange Bank, 92 U.S. 122, 125, the court 
says: “The eighth section of the law enumerates the powers which a na- 
tional bank can exercise. Every other power is as much withheld as if it 
were in express terms prohibited.” Pratt’s Digest of Laws Relating to Na- 
tional Banks says: ‘‘A national bank has no power to deal in stocks and 

‘bonds or buy and sell them upon commission. Such operations are not 
incidental to the business of banking as defined in the Statutes.”” Several 
decisions of state supreme courts, as well as of United States courts, hold 


* California Bank vs. Kennedy, 167 U.S. 362; First National Bank vs. National Ex- 
change Bank, 92 U.S. 122; First National Bank of Ottawa vs. Converse, 200 U.S. 425. 


2 Shaw vs. National German-American Bank of St. Paul, 199 U.S. 603; Concord 
First National Bank vs. Hawkins, 174 U.S. 364; Chemical National Bank of New York 
vs. Havermale, 120 Cal. 601. 

3 First National Bank vs. The Town of Bennington, 16 Blatchford 53. 

4 California Bank vs. Kennedy, 167 U.S. 362. 
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most positively that national banks have no power to buy and sell stocks 
and bonds upon commission or even to buy them to sell again.' 

Under such decisions it would naturally be supposed that dealings 
by banking institutions in securities or bonds would be confined to state 
banks or trust companies. But on the contrary almost every bond- 
buying syndicate that is formed comprises national banks among its 
members, and testimony before the Pujo “Money Trust’? Committee 
showed that national banks were even interested in the syndicate which 
marketed the stocks of the California Petroleum Company. 

With such lax interpretations of the banking laws, notwithstanding 
the positive decisions of different supreme courts, it would not be strange 
if many national banks, observing the vast transactions in bonds and 
securities by certain well-known banks in New York and other cities 
and the immense profits made thereby, should also become large buyers 
of bonds. But the great extent to which that practice has been carried 
by national banks and its very rapid development in the last few years 
has not been generally known and is certainly worthy of the most 
careful attention and investigation. 

Aside from ownership of United States bonds, which such banks have 
full authority to deal in, the last report of the Comptroller of the Cur- 
rency shows that the national banks held on June 14, 1912: 


State, county, and municipal bonds $ 179,322,004 
Railroad bonds 354,321,271 
Other public service corporation bonds 195,452,530 
All other bonds 223,500,814 

43,097,143 
Bonds of foreign governments and other foreign securities 13,041,319 
Warrants, judgments, and other securities 69,047,920 


$1,077,783,001 


At the same time the aggregate capital stock of all national banks was 
$1,046,01 2,500. 

The increase in these holdings of securities has been very rapid and 
entirely out of proportion to the growth of capital, deposits, or loans. 


! Wickler vs. First National Bank of Hagerstown, 42 Md. 581; Smith vs. Philadel- 
phia National Bank, 1 Walker (Pa.) 318; Searle vs. First National Bank, 2 Walker 
(Pa.) 295; First National Bank of Allentown vs. Hoch, 89 Penn. 324; Farmers and 
Merchants National Bank vs. Smith, 23 C.C.A. 80. 


2 Report of the Comptroller of the Currency, 1912, p. 16. 
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This may be seen by the following comparisons of growth from Septem- 
ber 1, 1909, to June 14, 1912: 


Increase in aggregate capital stock 

Increase in aggregate individual deposits 

Increase in loans and discounts 

Increase in holdings of securities other than United States 


Increase in holdings of securities other than United States, 
state, or municipal bonds 


The holdings of the last class of securities increased from $604,757,738 in 
1909, when they represented 64 per cent of the aggregate capital, to 
$898,460,997 in 1912, which was 87 per cent of the aggregate capital. 

Not only has this constant and disproportionate increase in the 
holdings of securities been taking place, but at the same time the class of 
bonds held has been changing. Thus in 1909, 65} per cent of the hold- 
ings were state, municipal, and railroad bonds, but in 1912 those issues 
comprised only 493 per cent of the total, while holdings of public service 
corporations and other bonds, stocks, and securities had increased from 
$397,397,815 in 1909 to $531,098,407 in 1912, an increase of $133,700,592. 
As many of the latter class have a less fixed market value and were 
evidently purchased in preference to the more standard state, municipal, 
and railroad issues because of higher interest rates, the change is unques- 
tionably not beneficial either to the depositors of the banks or to the 
public. 

A careful examination of the detailed reports made by the various 
banks to the Comptroller of the Currency shows the vast extent to which 
this custom of bond-buying by the banks has developed. In June, 
1911, out of a total of 7,301 national banks, 2,211, or over 30 per cent, 
held bonds and securities, other than government bonds, for more than 
their capital stock. In 1,222 banks such holdings amounted to more than 
200 per cent of their capital; in 649 banks they were over 300 per cent, 
in 371 they were over 400 per cent; 213 banks held over 500 per cent, 
133 held over 600 per cent, 81 held over 750 per cent; 17 banks held 
such securities to more than ten times their capital and two banks had 
over twenty times their capital thus invested. 

As a natural result of these large security holdings a great portion of 
the deposits are thus invested. In 353 banks such securities equal 60 
per cent of the deposits; in 108 banks the amount is 75 per cent. Quite 
a number of banks have holdings of such securities equaling or exceeding 
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EXAMPLES OF THE AMOUNTS OF SECURITY HOLDINGS OF CERTAIN 
NATIONAL BANKS* 











Bank State Capital Deposits Loans Securities Owned 
“ee Delaware $ 25,000} $ 232,666|/$ 17,015 |$ 223,604 
< Maine 60,000 1,581,493 631,136 738,186 
we Maryland 50,000 643,031 192,062 568,188 
é.. ' 100,000 3,238,060 1,686,365 1,455,270 
5....| Massachusetts... .. 25,000 114,201 16,070 102,403 
aa New Jersey 100,000 532,802 53,026 579,882 
7-. iis 25,000 353,750 113,167 2571343 
8.. > 200,000 | 3,217,552 1,266,978 1,800,824 
- ” " 200,000 4,014,834 1,385,538 2,232,868 
10... 7 = 150,000 3,192,801 1,199,135 1,806,025 
II... . @ 150,000 | 2,415,294 927,256 | 1,515,637 
a2.. Ha - 100,000 1,529,628 539,330 1,080,712 
a... . . 50,000 871,210 283,529 559,071 
S6.. “s * 50,000 808,953 121,181 828,890 
r5....| New York 10,000,000 | 116,223,312 | 59,762,281 | 48,501,146 
16... ~ 100,000 2,068,668 217,454 1,712,282 
a7... . 8 50,000 243,670 32,034 218,509 
18.. = = 200,000 3,122,894 921,220 2,049,205 
19.. - = 100,000 | 1,710,274 497,292 | 1,134,553 
a - * 100,000 3,083,226 731,320 2,160,431 
Ra. 7 = 100,000 | 3,155,973 | 1,750,279 | 1,284,407 
22....| Pennsylvania 110,000 2,037,179 267,100 1,926,734 
23.. ya 105,000 1,123,458 199,276 938,990 
24.. se 50,000 1,257,598 142,334 1,074,700 
25.. = 100,000 1,805,936 554,801 1,123,180 
26.. a 150,000 1,526,999 450,327 1,166,856 
27.. - 25,000 249,470 56,139 180,760 
28.. ” 25,000 268,560 §1,233 213,340 
29.. ” 100,000 1,883,241 805,429 1,059,903 
30.. sa 100,000 1,025,328 232,045 1,024,938 
3I. > 1,000,000 | 10,576,477 5,354,968 6,102,406 
$2... -¥ 75,000 484,180 127,431 346,755 
pee - 150,000 2,542,082 1,041,800 1,499,500 
34....| Wisconsin 150,000 2,345,014 1,461,849 720,786 




















* The figures in this table are, in all cases, taken ‘rom the reports of banks in the Report of the 
Comptroller of the Currency, 1912, pp. 444-60. It has, however, seemed best to omit the names, and to 
represent each bank by a number. 


their deposits. This also interferes with their loaning ability, the banks 
apparently having found greater profits heretofore in dealing in bonds 
rather than in making loans or discounts although discounting is unques- 
tionably the first function of a commercial bank of deposit. In 1037 
banks these securities were held to an amount equaling 50 per cent of 
their loans. In 740 banks the security holdings equaled 75 per cent of 
the loans, in 359 they equaled the loans, in 103 they were 200 per cent of 
the loans, and in a number of cases they were five to ten times as large 
as the loans. Beyond any doubt this great locking-up of the funds of 
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these commercial banks in such securities rather than their use in loans 
to customers or other business men has had much to do with the frequent 
stringency of the money markets in late years. 


SOME OF THE SECURITIES OWNED BY ONE NATIONAL BANK* 




















Name Character Amount 

Booth Fisheries Co.................. 6% bonds $3,066,000 
Cumberland Corporation............. 5% 1,238,000 
Distilleries Securities Corporation... .. . 5% 1,627,000 
Lackawanna Steel Co................ 5% 240,000 
Lehigh & Wilkesbarre Coal Co........ 4% 1,057,000 
Old Dominion Development Co....... 6% 150,000 
Procter & Gamble Soap Co........... 5% 85,000 
“eee 5% 2,000,000 
Southern Power Co,................. 5% 300,000 
United States Steel Co............... 5% 252,000 
\ eee 5% 617,000 
Union Bag & Paper Co.............. 5% 260,000 
Westchester Lighting Co............. 5% 560,000 
Wabash-Pittsburgh Terminal Co...... 5% 290,000 
Allied Machinery Co................ Stock 500 shares 
Chicago Elevated Railway Co........ Preferred stock 553 “ 

Alliance Realty Co.................. Stock 100 

Central Hudson Steamboat Co........ Common and preferred stock | 180 “ 

Os errr rer 6% bonds $ 600,000 
United States Realty Co............. 5% bonds 115,000 





* This list of securities is contained in the statement made by the bank in question to the Pujo 
“Money Trust’”’ Committee. 


As the banking law does not authorize and probably never at any 
time contemplated these large holdings of securities by national banks, 
no restriction as to the class of securities bought is provided in the laws. 
In almost all states savings banks are very strictly limited in the char- 
acter of their investments. A mere glance at the statement of bonds 
owned by the national banks plainly shows that a very large proportion 
of them are securities of a class which no savings bank or life insurance 
company is permitted to own and which are certainly not suitable for a 
bank, a great proportion of whose deposits are payable on demand. 
For a very large part of these securities the market must be a limited one. 
Aside from state, municipal, or railroad bonds, only a small part of the 
$531,098,407 of other securities owned are quoted on any exchange. Toa 
considerable extent the securities would probably be difficult to sell in 
times of financial trouble. 

But even the best of these securities are open to another serious 
objection. The rise of interest rates during the last few years has shown 
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itself most forcibly in declines in value of even the highest classes of 
bonds. A compilation of the prices of 52 of the choicest bonds quoted 
on the New York Stock Exchange shows how great and general this 
decline has been. The average price of 9 foreign government, state 
and city bonds was 99} per cent in 1909 as against 94 per cent today. 
That of 9 telegraph, telephone, and old industrial issues was 98} per cent 
in 1909 and is 93 per cent today. The average price of the 28 leading is- 
sues of railroad bonds, all first mortgages of the largest roads, has in the 
same time declined from 96} per cent to 87§ per cent, or 8§ per cent loss. 
But even that does not measure the decline. The average fall in the 
first mortgage 3}’s of the Chicago & Northwestern, New York Central, 
and Lake Shore Railroads, and in the 4’s of the Chicago, Milwaukee & St. 
Paul and the Great Northern has been 9} per cent. These are all the 
choicest of bonds, dealt in on the exchanges of the United States and 
Europe. As has been shown, the larger portion of the bonds and securities 
held by the national banks possess no such market and their ready sale 
is questionable under present conditions. 

But even on the basis of the decline in the choicest railroad issues the 
fall in values has been sufficient practically to wipe out the capital of 
probably 250 of the banks and very materially to impair that of some 
400 others. Yet it is impossible to predict whether prices have reached 
bottom. The same decline in prices has been felt by the English banks 
and the only failures there of consequence have been caused by such 
declines. But for a number of years, since this movement began, it 
has been the custom of English bankers to charge off each year the year’s 
decline in value on securities held and thus preserve their capital intact. 
There is an imperative necessity for such practice by American bankers 
and it would seem the duty of the Comptroller of the Currency to require 
it in national banks. 

Some attention has been called to the condition of savings banks 
holding investments in bonds and doubtless action should be taken by 
them to keep their reserves intact. But the condition described in 
national banks demands even more attention. The savings banks have 
large proportions of their funds invested in real estate mortgages which 
an increase in general interest rates makes even safer without in any 
manner impairing the principal. Moreover, saving deposits generally 
remain untouched for long periods and can be withdrawn only on con- 
siderable notice. But national bank deposits as a rule are withdrawable 
on demand. Despite this fact, more than 350 banks, as has been shown, 
have over 60 per cent of their deposits invested in these securities. 
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Such a situation is one demanding governmental action. Among 
the recommendations of the Pujo “Money Trust’? Committee was one 
for a law limiting the proportion of the assets which a national bank 
might invest in this class of securities. Very probably some such 
legislation will be passed at this congressional session. But in view of 
the questionable legality of these investments and the pressing necessity 
for a change in such banking methods, the Comptroller of the Currency 
should be in position to take speedy action which would at least place 
some restriction upon this rapidly growing tendency of the national 
banks, especially in the eastern and central states, to tie up so large a 
proportion of their funds in investments which were evidently not con- 
templated by the national banking law and which materially limit the 
ability of the banks to care properly for their commercial customers. 

Joun V. Hocan 

New York City 


WASHINGTON NOTES 


BUSINESS AND THE TARIFF 


The final action of the President in signing the tariff bill on October 
3 is too recent to admit of absolute predictions concerning the effect of 
the measure, but even since the law went into effect some very interesting 
trade and international developments have taken place. These have 
been almost entirely against the preconceived views of those who 
attempted to forecast the influence of the tariff upon business. 

Perhaps the most striking feature of the situation has been seen in 
the circumstance that withdrawals of goods from bonded warehouses— 
or in other words actually effective importations—have been very much 
smaller than had been thought likely. There has been an increase in 
the total amount of import duties as compared with the corresponding 
period last year, which indicates that at the lower rates of duty imposed 
by the act, the volume of goods, measured in terms of value, has been 
somewhat larger. This, however, has been thus far only a relatively 
minor advance. Even prior to the passage of the act, the total quantity 
of goods in warehouse was only about $15,000,000 or $20,000,000 larger 
than normal, taking the country as a whole. But even this quantity of 
additional goods has not been withdrawn from warehouses as speedily 
as some domestic manufacturers supposed it would be. Several reasons 
can be given for this relative slowness on the part of the tariff bill in 
changing the economic outlook. One is that the reduction of duties is 
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not as great in practical operation as it seems on paper to be. For many 
years, while the various industries of the country were growing stronger 
and more efficient, tariffs were being raised or kept at their old level, so 
that almost throughout the schedules there was surplus protection, not 
**needed”’ in any sense of the term, even from the purely protective point 
of view. Although, therefore, the nominal cut in duties has been great, 
the actual cut has been very much smaller, so far as any practical effect 
is concerned. Another factor in the situation is that manufacturing 
conditions in some of the countries which compete most directly with us 
are now very prosperous. For example, it was said that the cotton 
industry, which has been stripped of a large measure of its protection, 
would probably meet tremendous competition from Great Britain. The 
facts now show that nothing of the kind is likely to occur in the near 
future. Within the past thirty days, very careful comparisons have 
been made between the prices for standard cottons prevailing in the New 
England manufacturing districts and those in Lancashire, with the result 
that none of the ordinary staple lines and but few of the fancy goods 
seem to afford a distinct opportunity to British exporters. Indeed, it is 
to be doubted whether in ordinary classes of goods there will be for the 
present any material increase in importations. Something like this same 
state of affairs exists in the woolen industry. In that business, the new 
rates do not take effect for some little time to come, but preparations 
have been made on all hands for readjustment to the new state of things. 
Manufacturers are finding that with free raw wool, and in some cases 
with reorganization of their methods, they can hold their own, and in a 
few instances do better than heretofore. On some classes of standard 
woolen goods, such as serges, prices that are now being quoted by Ameri- 
can mills ready to work on new orders during the winter are more favor- 
able to the buyers, all things considered, than English charges for 
similar qualities offered during the recent past. In silks and linens, the 
tariff problem seems to be largely one of readjustment to a new method 
of levying duties and a new condition of affairs, rather than a competitive 
problem. Somewhat the same is true in other lines of industry. The 
immediate cut in the sugar duties has not been sufficient to injure sugar 
producers for the present. Iron- and steel-makers, after looking the 
ground over, can foresee no loss of trade to foreigners except along the 
Atlantic and Pacific coasts, the business at interior points being fully 
protected by freight rates on goods coming from the coast. It is a literal 
fact, considered astonishing by most observers, that the new tariff, 
drastic as it is in many particulars, has not had more effect upon either 
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the revenue of the government or the conditions of industry. General 
information concerning the state of business shows that mills nearly 
everywhere are fully occupied and have orders far in advance. 


A CONCEALED SHIP SUBSIDY 


One phase of the new bill has however already caused a good deal of 
anxiety. This is the so-called “5 per cent rebate” to be granted to 
American ships. Under the tariff as finally enacted (subsection 7, 
paragraph J, Sec. 5, Act of October 3, 1913), it was provided that if goods 
were imported in American bottoms there should be a reduction of 5 per 
cent of the amount of the duties on such goods, but such reduction was 
to be made in a manner that would not interfere with any existing treaty 
with a foreign country. While on the surface there was no reason to 
apprehend serious difficulty under this provision, it has developed since 
the passage of the act that all countries with which we have “favored- 
nation” relations expect to insist upon having the same rebate allowed 
upon goods imported in their own vessels. This apparently subjects us 
to two rather difficult and disagreeable conditions: (1) that of allowing 
a general 5 per cent discount from the level of duties finally established, 
in favor of all countries with which we have favored-nation treaties, and 
(2) that of engaging in commercial warfare, or submitting to reprisals 
from those with which we have no such treaties, France being a conspicu- 
ous example of this class of country. As a matter of fact we cannot 
afford to lose the 5 per cent rebate upon any very considerable volume 
of imported goods, as to do so would mean a fairly large loss of revenue, 
from the estimated probable yield of the new rates of duty. Yet the 
making of a general reduction in this way would be equivalent to 
reducing the level of the tariff by almost the amount of the rebate, 
because so few countries are not on the favored-nation basis. At the 
same time, the effect of such a general grant of the reduction would be to 
make the rebate nearly worthless as a concession to American ships, 
since they would not be much better situated than the rank and file of 
their competitors. Very careful computations have been made con- 
cerning the effect of the rebate upon shipping, with the result that an 
annual saving of perhaps $3,000 is to be expected from the provision in 
the case of an ordinary vessel engaged in the foreign trade, while probably 
$12,000 or $13,000 of additional charges would be incurred, due to the 
necessity of complying with American navigation laws. No ships have, 
therefore, either changed or indicated an intention of changing their flag, 
and it is not believed that ships to be constructed will be influenced by 
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the possibility of getting the rebate, but will take the flag that their 
owners would have selected had it not been for the new provision. The 
clause, however, is of exceedingly great interest as affording a test, from 
a new angle, of the attitude of the United States in regard to the most- 
favored-nation clause in commercial treaties. After the Payne-Aldrich 
law was enacted, it was sought to get from the European nations con- 
cessions in tariff duties under a threat that if they were not granted we 
would apply the maximum rates of duty, which were 25 per cent higher 
than the ordinary rates. This effort was successful only to a very limited 
extent, because of the attitude of the principal foreign countries, who 
contended that the United States was not entitled to their best rates 
because it failed to give them the best treatment that we stood ready 
to accord the other nations, our reciprocity policy having always been 
founded upon that view. Germany made only minor concessions to us, 
and France and Canada yielded hardly anything. Under the proposed 
5 per cent rebate, either the United States now undertakes to grant 
something to its own ships that it does not grant to others, or else, 
having granted it to all nations on a most-favored basis, it refuses to 
make any concessions to countries which have refused to make most- 
favored-nation treaties with the United States because of our peculiar 
interpretation in the past of the most-favored-nation clause. This is a 
reversal of the conditions under which the problem was dealt with after 
the passage of the Payne-Aldrich law, and, if the 5 per cent clause should 
be retained, is likely to force the administration into an attempt to 
rearrange our system of commercial treaties. The rebate provision thus 
has a significance very much beyond its apparent importance. 


OBJECTIONS TO THE BANKING BILL 


While no technical progress has been made with the currency and 
banking measure since it passed the House of Representatives in Sep- 
tember, much work has been done toward furthering its progress and 
remodeling it in so far as needful. Elaborate hearings have been carried 
on before the Senate Committee on Banking and Currency, and full 
opportunity given for the expression of opinion by bankers, mercantile 
interests, expert students of the subject, and individuals generally. 
Particularly interesting has been the expression of opinion on the part of 
accredited representatives of organizations or groups of bankers and 


business men. 


so numerous and varied as not to permit of any brief statement, but 


The general criticisms directed against the bill have been 
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probably the most widely accepted of them have dealt with the following 
points: 

1. The number and capital of the reserve banks proposed by the bill, 
it being urged that the number should be cut down and that the capital 
should be correspondingly lowered, thus making it a smaller percentage 
of the capital of the contributing banks. 

2. The character of the public control to be exercised over the banks, 
it being contended that the proposed Federal Reserve Board should not 
be an exclusively official body, but should include some members repre- 
senting bankers, and that these members should if possible be granted 
votes. 

3. The nature of the redemption provisions. As drafted, the bill 
calls for redemption of notes in “lawful money,” as did the Aldrich or 
Monetary Commission bill. The complaint has been made that this 
provision throws the soundness of the note currency into doubt, inas- 
much as the ultimate redemption of the “lawful money” depends upon 
the redeemability or convertability of the greenbacks. Gold redemption 
is therefore urged in place of lawful money redemption. 

4. The plan for collecting checks through the reserve banks at par 
without charge for exchange. This provision has been sharply attacked 
by country banks which are in the habit of making heavy charges for 
collection, some of them asserting that as much as 25 per cent of their 
profits are secured in this way. The only severe criticism of the check 
provision appears to be that it would lessen the earnings of individual 
banks and would constitute a considerable burden upon the reserve 
banks themselves. 

5. The character of the paper to be rediscounted by reserve banks. 
In early drafts of the bill, the paper thus eligible was limited to notes and 
bills of exchange growing out of commercial, industrial, or agricultural 
transactions; but while the measure was in committee, it was altered so 
as to permit such paper to be rediscounted if its proceeds had been used 
or were to be used for the purposes specified—the carrying through of 
commercial, industrial, or agricultural dealings. This change, it has 
been urged, affords too large a latitude to the prospective borrowers. 

6. The conditions under which banks are to enter the system. As 
now drafted, the bill requires banks to enter the system or else give up 
their national charters within a year. This is complained of on the 
ground that it is too severe a requirement, and it is quite generally urged, 
particularly by bankers, that entrance into the system should be made 
voluntary, on their part. 
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The severity of pressure which has been applied by the administration 
in behalf of the proposed bill seems to establish a general probability 
that the measure will be adopted in some form. How many of the 
amendments thus urged may be expected to be incorporated cannot be 
foretold, but it seems probable that some rather important changes will 
be made. Probably these will be in certain respects concessions to 
banking interests, while in others they will be designed to render the bill 
an even more positive measure of control of banking than it now is. 
There are some who believe that the outcome in the Senate may be to 
strike out the bulk of the House bill and to substitute a plan providing 
for a great bank completely under public control. Whether this would 
be more acceptable to the country or not is open to grave doubt. What 
has been made very evident is that the Wilson administration has 
determined to pass either this bill or one modeled on similar lines, or else 
to abandon the attempt at legislation at present. This determination 
seems to be quite generally recognized among both banking and com- 
mercial interests, and there has been a growth of the feeling that unless 
some actual measure of legislation is carried through in the near future, 
it will not be possible to get a genuine amendment of the banking and 
currency laws of the country for a great while to come. 


NEW METHODS IN THE PHILIPPINES 


An important change in existing methods of Philippine government, 
which foreshadows economic as well as political alterations in the status 
of the Philippine Islands, was announced on October 6 at Manila, when 
the new governor-general, Francis Burton Harrison, in an inaugural 
address made immediately upon his arrival, conveyed a message from 
President Wilson promising that the so-called “ Philippine Commission”’ 
shall henceforward be composed of natives. The Philippine civil 
government act permitted the establishment of an assembly elected by 
the people, while it provided for a commission whose members were 
understood to be predominantly Americans, although not required by 
law to beso. President Wilson now undertakes to have this commission 
predominantly or wholly native, although with an American governor- 
general at the head. He thereby breaks the deadlock which has existed 
between the Assembly and the Commission, it having been impossible 
for some two years past to obtain any satisfactory agreement between 
the two bodies, either as to the way in which the Philippines should be 
represented in Congress or as regards the amount and character of the 
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appropriations to be voted. Prior to sending Governor-General Harrison 
to the Philippines, Mr. Wilson had already removed one or two members 
of the Commission, while subsequent to the announcement of the new 
policy, others were retired and natives named in their places. Thus is 
brought about a radical transformation of the government of the Philip- 
pines, without the necessity of any action by Congress. It is understood 
that this is only a first step in the administration’s Philippine policy, 
and that subsequent steps depend in large measure upon the way in 
which the control of the upper chamber of the Philippine government is 
now used under the new régime. The expectation, of course, is that, in 
so far as permitted by the fundamental act, the Filipinos will alter their 
system of taxation, and that they will very largely change their metheds 
and the scope of expenditures. They cannot change tariff relations with 
the United States, these being provided for by act of Congress—the new 
tariff itself having altered their tariff status quite materially, besides 
repealing the export tax on hemp and imposing the provisions of the new 
income tax upon the Islands. They can however very materially alter 
the status of things, both within and without the Philippines, by legis- 
lation upon matters under domestic control, while it is probable that the 
nature of the reports made to the War Department will in the future 
be quite different from those that have been issued heretofore, so that 
the public will be supplied with a totally different kind of information 
concerning the Islands. 


THE ANTI-TRUST PROGRAM 


Definite announcement has been made that the administration 
intends at the earliest moment—after disposing of its currency program 
—to embark upon anti-trust legislation, and this is now expected to 
follow the general lines of the bills adopted in New Jersey in February, 
1913. Some of the chief provisions of the New Jersey bills were as 
follows: 

1. Directors and corporation officers were made individually respon- 
sible for infractions of law. 

2. New holding companies were forbidden. 

3. Watered stock and stock issued for profit not yet earned was 
forbidden; and it was further provided that when stock is issued in pay- 
ment for property it should be issued only to an amount equal to the 
sum paid in cash or a cash valuation of the property. 

4. Agreements to fix prices were forbidden. 
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5. Selling of goods at different prices in different parts of the country 
in order to injure competitors was made illegal. 

6. Power to forfeit the charter of an offending corporation was 
bestowed upon the public authorities. 

7. The purchase of stock in one company by another was forbidden 
unless the former was engaged in the same line of business as the latter. 

8. In general, provision was made for severe penalties, for the 
extermination of monopolies, etc. 

Preparations have already been made for the bringing forward of 
bills designed to carry into effect the policy of the administration in 
regard to the anti-trust question, and thus another large field of legis- 
lative work is opened for immediate cultivation. 
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Elementary Principles of Economics. By Irvinc FisHER. New 
York: Macmillan, 1912. 8vo, pp. 531. $2.00. 

The writing of an economics textbook is morally a highly speculative 
undertaking. It is production to specifications both numerous and 
indefinite. A successful textbook must assist the teacher in holding 
his classes against a competition of other courses that grows constantly 
more intense. Capacity to interest the student is therefore indis- 
pensable. The book must be fairly complete in itself, since many 
students content themselves with the general course in economics 
alone. This is, indeed, the rule with the increasing body of technical 
students in our colleges and universities. It must afford a satisfactory 
foundation for later work for those students whose interests are pri- 
marily intellectual, and upon whom the progress of the science ultimately 
depends. These do not by any means exhaust the specifications under 
which the producer of an economics textbook must work, but they are 
the most essential. 

Professor Fisher’s text is fundamentally a translation of the whole 
economic world into terms of capital and income. It is a system of 
economic accounting. It aims, not to present to the student new 
material, but a new view of material already matter of common knowl- 
edge. It would be more properly entitled, “Principles of Pecuniary 
Economics.”” So far as practicable, all non-pecuniary elements in 
economic life are excluded from consideration. All the fruits of the 
earth become a homogeneous income; the earth itself becomes capital, 
and man an uncertain income. 

That it is a good thing for the student to view the economic world 
from this particular angle, at least once in his life, few would deny. 
If we divide society roughly into two classes, those who view economic 
objects in the concrete, and those who view them as mere exchange 
values, or, better, embodiments of capital and income, we are safe in 
assuming that the dupes, the victims of exploitation, will as a rule be 
found in the former class and the rulers of the economic world in the 
latter. If one’s ideal of education is aristocratic, one would naturally 
desire to shape the college student—so far as economics is concerned— 
in Professor Fisher’s mold. Even if this technological end is not held 
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in view, there is much to be said in favor of putting the general 
student through such a course of instruction as Professor Fisher offers. 
A great deal of loose thinking on matters not purely pecuniary, but 
touching upon the pecuniary, would be avoided. For work in pure 
theory—especially Professor Fisher’s variety of pure theory—this book 
would serve as an excellent introduction. It is equally good as an 
introduction to monetary theory. There are few economic texts which 
would serve as well for these uses. 

But the teacher of economics is not justified in an attempt to crowd 
down the students’ throats material that is merely good for them. 
The material must interest them as well. A perusal of Professor Fisher’s 
book does not encourage one to believe that the general body of students 
will ever pronounce it fascinating. It will hold the attention of those 
who have already made a considerable progress with pecuniary concepts. 
The ordinary student is likely to be repelled by the innumerable curves 
and the pages of deductions from them. Indeed, it would be difficult 
to find anywhere a more forbidding bit of literature than chap. v, 
“Combining Income Accounts.” In short, Professor Fisher, it seems 
to the reviewer, assumes a moral dominance of the teacher over the 
student that does not really exist. 

More important than the form of the work, however, is the purpose. 
Professor Fisher gives one interpretation of the economic world—the 
pecuniary—with singular lucidity and consistency. It is not the only 
possible interpretation, as Professor Fisher would readily admit. The 
economic world could just as well be read in terms of the struggle of 
classes: the tugging and hauling between different financial interests, 
the competition between forms of organization, the conflicts between 
the state and its creatures in the field of business, and, most significant 
of all, the world-wide struggle between employers and wage-earners. 
An interpretation in these terms would be just as incomplete as Pro- 
fessor Fisher’s, but probably not more incomplete. 

For such an interpretation we should require another method— 
perhaps the historical, instead of the mathematical. We should estab- 
lish different principles, which would be as truly scientific, as little 
“applied,” as Professor Fisher’s own. Such principles would serve 
the purposes of further study in economics, perhaps as well as Professor 
Fisher’s. They could be wrought into a self-consistent whole that 
would be useful to the general student as well as those the author pre- 
sents. Why then should Professor Fisher claim priority for his methods 
and principles ? 
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In his preface the author claims for his method the title of the 
pedagogical method. In the sense in which he uses the term, it means 
merely the teachable method. If his interpretation is not more teach- 
able than the other one above described, it has no claim to priority 
whatever. Professor Fisher has, indeed, conducted a series of experi- 
ments in pedagogy through the issue of preliminary editions and the 
collection of opinions as to the effectiveness of his exposition. He has, 
therefore, a fair basis for his view that he has found the one best method 
of instruction; not, however, a sufficient basis. Other textbooks that 
have passed through successive editions have been subjected to tests 
no less severe. 

It is not, however, the reviewer’s contention that any other unitary 
interpretation of economic life would serve as a better basis of pre- 
liminary instruction. It is rather his contention that no unitary inter- 
pretation can be satisfactory. Some economic problems can be handled 
by mathematical logic; let the student by all means be drilled in this 
method. Other problems can be handled only by the use of psychological 
methods—not the pseudo-psychological methods of the economic 
classics. Still other problems can best be handled by historical methods. 
Our economic principles should be broad enough to include whatever 
methods are necessary for the solution of actual problems presented 
to us by the times. 

That Professor Fisher’s methods are not sufficiently broad is perhaps 
best illustrated in his chapter on “Income from Labor.” What are we 
to think of a statement like the following (p. 437): “It is probable that 
the eight-hour movement today is partly due to the fact that wages are 
high enough to enable the laborer to afford some leisure instead of being 
so low as to ‘keep his nose close to the grindstone’”? If the author 
intended to convey the idea that the better laborers are provided with 
the necessities of existence, the more aggressive they become, no one 
would quarrel with him. What he actually intends to convey is the 
idea that when wages go up laborers prefer shorter hours to higher 
pay—a preference which has played a remarkably small part in the 
short-hour movement. What must we say of the “corollary of the 
principle of the clearing of the market as applied to labor, . . . . that 
unemployment tends to correct itself” (p. 443)? The reviewer does 
not recall a similar statement in any of the works dealing with unemploy- 
ment: rather, one would expect to find the statement that “unemploy- 
ment tends to become chronic.” The discussion of the efficiency of labor 
and of the make-work fallacy (pp. 444-54) is crippled by the lack of 
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sufficient premises to support the conclusions. The problem of the 
independent laborer, we are correctly informed, is to minimize labor 
and maximize the product of labor (p. 445). “The same principle 
applies, in general, to wage-earners . . . . since the products of their 
labor will, to a great extent, be consumed by other laborers.” If the 
same principle which makes the independent farmer endeavor to pro- 
duce as much corn as possible governs the conduct of the hired hand 
also, it must be because a feeling of responsibility to his class enters 
into the consciousness of the latter. For such a feeling of responsi- 
bility Professor Fisher’s system makes no provision whatever. Again, 
on p. 452 we are told that “the type of economic production may be 
pictured by Robinson Crusoe picking berries. He will not try to make 
work for himself by destroying the berries he has picked; he will not 
try to limit the amount of berries he picks; he will entertain none of 
the other fallacies which in modern complicated conditions workmen 
so often do entertain.’”’ Is not this, in itself, a pretty good specimen of 
the fallacies entertained by members of other classes? Reasoning from 
Robinson Crusoe to existing society, from a situation in which distribu- 
tive conflicts are impossible to one in which they are inevitable—what 
value can one impute to the conclusions ? 

It will be worth while to quote two further passages to illustrate 
the disadvantage under which even a brilliant scholar labors when he 
binds himself too firmly to his method. “One of the many manifesta- 
tions of the make-work fallacy is the prejudice of workmen against 
labor-saving machinery. They see themselves thrown out of work by 
the introduction of a labor-saving device” (p. 453). Professor Fisher 
does not deny that they are actually thrown out of work by it. Then 
why call the antagonism to a change that deprives them of their living 
a “prejudice” ? And where is the fallacy? A fallacy might be involved, 
to be sure, if bricklayers opposed the introduction of knitting machines. 
Professor Fisher adduces no such case, however. 

The second passage deals with the classification of men as employers 
and employees. “And just as the bondholders consist of those who 
wish to avoid chance and the stockholders of those who wish to assume 
risks, so also the employees are those who wish to avoid chance and the 
employers those who are willing to assume risks” (p. 455). This is 
new light on the sweated worker, the casual laborer of the city, the 
serf in the West Virginia mines. They wish to avoid chance. 

Professor Fisher’s work does not appear to the reviewer to be in 
itself an adequate basis for a course in economic principles for the 
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non-technical student. But as a means of enforcing the pecuniary 
view it is without a rival in the field of economic literature. It may 
therefore be safely predicted that it will, in the long run, exert a power- 
ful influence upon economics instruction, especially when such instruction 
is intended for students pursuing technical courses. 
ALvIn S. JOHNSON 
CorNELL UNIVERSITY 


The International Harvester Company. Department of Commerce 
and Labor, Bureau of Corporations, March 3, 1913. 8vo, 
pp. 384. 

Of all the work of investigation done by the government there is 
probably none more valuable to the economist than the reports of the 
Bureau of Corporations. Modern business has become so complex 
that it takes more than the observation of the surface facts to serve 
as a basis of its interpretation. Many of the vital facts of modern busi- 
ness are secret facts, which are revealed only by the most painstaking 
investigation. The reports of the Bureau of Corporations bid fair 
to become the textbooks of the future theorist interested primarily in 
an interpretation of the business situation in our current era. 

The International Harvester investigation was initiated by a resolu- 
tion of the United States Senate which directed the Department of 
Commerce and Labor to investigate 
the character and operation and effect upon interstate commerce of the com- 
bination or trust organization known as the International Harvester Co. and 
allied concerns engaged in the production, handling, and sale of farm machin- 
ery; the investigation to include an inquiry as to whether the prices and out- 
put of such machinery appear to be or to have been controlled and regulated 
by any particular individual or combination of individuals, by a corporation 
or otherwise; whether there exists at present a healthy competition between 
local dealers in farm machinery; and whether the quality of the same is on the 
average as good as in former years. 

The Bureau made the relative rates of profits earned in the various 
lines of production the basis of its conclusions in regard to the fairness 
of prices. Appraisals of the various properties were made in connection 
with the organization of the International Harvester Co. in 1902. 
These appraisals were used in establishing a book value for the tangible 
property of the combination. The Bureau revised these book values as 
shown in Table 18. 

The evidence used by the Bureau to support its valuations forms, 
in the opinion of the writer, the weakest part of the report. The Bureau 
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frequently adopted the mean between the appraisals of two appraisers 
whose reports were made to the financiers in charge of the formation of 
the combination. Argument was frequently presented for a lower 
valuation and then large sums were arbitrarily added to the Bureau’s 
own value estimates in order to appear liberal. However, the final 
figures used by the Bureau for the various properties are approximately 
in the same proportion as the amounts of stock issued to these properties 
as a consideration for their transfer to the combination. This is perhaps 
the best reason for assuming that the values taken by the Bureau are 
relatively correct even if they are not absolutely so, and the main con- 
clusions of the report are sound if the values are relatively correct. 


TABLE 18 


CoMPARISON OF THE APPRAISED VALUES ADOPTED BY THE INTERNATIONAL HARVESTER 
Co. FoR THE PHysICAL PROPERTY ACQUIRED FOR 1902, WITH THE VALUES ESTIMATED 
BY THE BUREAU AND THE Stock IssvuED THEREFOR, BY COMPANIES 








Appraisal 
Adopted by the 
Internatio 
Harvester 
Company 


Value as 
Estimated by 
Bureau 


Stock Issued 
for Property 
and Services 


Excess of 
Severe Co.’s 
ppra: over 
Stock Issued 


Excess of Stock 
Issued over 
Bureau’s Val- 
uation 





$28,081,514 
29,461,481 
2,708,982 
3,824,251 
3,000,000 


$16,856,704 
23,490,789 
2,378,119 
3,391,742 
3,000,000 


$21,314,554 
26,262,514 
2,268,603 
3,447,186 
3,000,000 


$ 6,766,960 
3,198,967 
440,379 


$4,457,849 
2,771,724 
109,516* 





$67,076,228 


$49,117,354 


$56,292,857 
2,957,143 
750,000 


$10,783,372 
2,957,143 
750,000 


$7,175,501 
2,957,143 





$67,076,228 


$49,117,354 





$60,000,000 


$7,076,229 

















* Stock issue less than estimated value. ¢ Deductions. 
t Excluding $148,197 Milwaukee excess paid for in “cash stock.” 


After establishing property values the Bureau proceeds to a state- 
ment of relative costs and relative profits in the various lines of produc- 
tion. These figures show conclusively that the corporation makes 
relatively high profits in what are called its monopolistic lines (see Tables 
53 to 55). The company holds a monopolistic position in the production 
of binders, mowers, and reapers, its production in each of these lines 
being over 75 per cent of the total output in this country. In the lines 
of wagons, manure-spreaders, disk harrows, hay-stackers, etc., it produces 
less than 25 per cent of the total output in this country. These consti- 
tute its new lines in which a comparatively sharp competition prevails. 
The percentage of profit for 1911 in these various lines was as follows: 
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Grain machines 
Grass machines 
Corn machines 
Tillage implements 


Engines and motors 
Manure-spreaders and wagons 


In the case of the grain and corn machines the company sells at a 
comparatively uniform price, while its prices for manure-spreaders and 
wagons are adjusted to the local competitive situation. For the binder 
or grain machines the list prices are printed and sent out to dealers and 
agents. For the more competitive lines the lists are printed with the 
price column blank so that it may be properly filled to meet the situation 
which may arise. 

As a possible reason for the monopoly in binders the Bureau mentions 
the comparatively large investment required successfully to prosecute 
the business. It requires a comparatively large fixed investment in 
machinery and also a large investment in notes receivable, since these 
high-priced implements are usually sold on three years’ time and the 
notes are sometimes renewed. This situation suggests some interesting 
generalizations. Where a small investment is involved in the economic 
production of a commodity the evidence indicates a tendency toward a 
lower rate of profit on account of the fact that a monopoly situation 
tends to develop in industries where a large fixed investment is required 
for economical production. This is true partly because the large con- 
cerns have so much advantage over the small concerns and partly 
because competitive war between two large concerns of this character 
is so hazardous that it soon results in terms of peace. The advantages 
of the large plant are illustrated in the following tables: 


TABLE 63 


AVERAGE Factory Cost or ALL GRrAIN-BINDERS AT DIFFERENT DOMESTIC PLANTS 
OF THE INTERNATIONAL HARVESTER CO. FOR THE YEARS IQ10 AND IQII 








Average Average 
Cost Cost 





$56.30 $73.78 
54.11 64.94 
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TABLE 64 


COMPARISON OF THE AVERAGE COSTS OF BINDERS FOR THE INTERNATIONAL HAr- 
VESTER CO. AND THE INDEPENDENT MANUFACTURERS REPORTING, 
FOR THE YEARS I910 AND 1911 COMBINED 

















I i . 
wan Mester Company |  2sdependents 
EE ee ror ry eee Pree $56.32 $70.83 
General and miscellaneous expenses............ 2.25 5.35 
EE nis Keutotuenesavandeistedoraeanaa $58.57 $76.18 








It is somewhat surprising that the International Harvester Co. finds 
it profitable to produce binders in factory C. For each machine so 
produced the loss on factory cost is approximately $17. If the number 
of machines produced in this inefficient factory were sufficiently large 
the loss involved would be large enough to yield an attractive income 
on a new modern plant and it would be profitable to close the smaller 
plant. It would be entirely possible, however, that the volume of busi- 
ness would not require the larger capacity of the modern plant and hence 
its construction would be deferred. 

The Bureau’s data in regard to sales are also of interest in the light 
thrown on the advantages of size and the results of combination. Table 
70 shows the following for days canvassed by salesmen of the Inter- 
national Harvester Co. since its organization: 


Year Days Canvassed 
SE ee ne Pee rere rrr reer 450,039 
 cacdan sami nipanns ucla waep aa anes sees. ere 
had crdsasdin dca mi ocala a. Gee aehadnrk a eran ca daee cea  ad 
DS cnbc52 sckbibei sian eadebaeead ede katanavie 273,612 
DU da tanwé cadacacossgneker eed mareedateasene 327,622 
| REP PER  eET pe Pee Pore yt 279,904 
EE ree re eee Vere errr ere)” 276,698 
nadie Rea Ad ARREARS Ce eee ee Awake 306,131 
I a ard pda pine a slois dc ak aR aid here ee ee 337,901 
iacseceaotereeGinewadenecsdasgesnckeree 366,449 
De snd anphakand e chet adardt accasecannsdind 384,093 


Let us now compare these data with those shown in Table 72. 

It is somewhat unexpected to note from the two tables above that 
while the formation of the International Harvester Co. resulted in 
reducing the number of salesmen employed, its selling expense per 
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TABLE 72 


Comparison oF Ratios oF Cost, SELLING ExPENSE, AND ProFits To SALES BE- 
TWEEN THE INTERNATIONAL HARVESTER Co. For Its HARVESTING-MACHINE 
Business AND Four INDEPENDENT HARVESTING-MACHINE COMPANIES, FOR 
1910 AND 1911 COMBINED 








International 
Four Independent 
Harvesting Machines| H#rvesting-Machine 
Only 








mpanies 
aisha ae ence et ends abs nen coun 56.6 77.0 
NS Soin. s sienna nadhiens sis saniomaeees 22.7 19.3 
DNC cea thisesaoreacineduns aes was 20.7 9-7 








harvesting machine is nevertheless higher than that of the independents. 
While Table 64 shows that the general and miscellaneous expenses 
of the independents are larger than those of the combination it also 
shows, when compared with Table 63, that the chief advantage of the 
International Harvester Co. lies in the low factory costs of its large 
plants. Apparently the independents have a more advantageous size 
for the purposes of a selling organization than the combination has, but 
their plants are too small to produce economically. An examination 
of Tables 32 to 35 inclusive will show that notwithstanding the fact that 
the combination has maintained such an expensive selling organization, 
its output in its monopolistic lines is a smaller proportion of the total 
output in the country than in the early years of the combination when 
it was bringing the independents into the fold. The growth of the inde- 
pendents under a policy of price maintenance in the so-called monopo- 
listic lines indicates that the combination may again be forced to wage 
a destructive war with powerful competitors and suggests the query 
whether the policy of maintenance of prices and peaceful relations with 
weaker competitors must not be a temporary situation to be followed 
later by important readjustments. The same thing seems to be happen- 
ing in the case of the Steel Corporation in so far as its relations with the 
independents is concerned. It seeks to maintain stable prices and a 
peaceable relation with its competitors, and in following such a policy 
is gradually losing in its proportion of the total output. 

The recent tendency of the various manufacturing companies to 
produce a full line of agricultural implements is bringing about a sharp 
competition in several lines such as wagons, manure-spreaders, harrows, 
stackers, etc., and this competition has been a disturbing factor in the 
trade. The combination is charged with having made exclusive con- 
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tracts with all the reliable dealers in many localities for the handling of 
its own goods. It does not furnish two brands of the same implement 
to a given dealer but brings its own dealers in competition with one 
another by furnishing to each a separate brand. This policy wins for 
the combination in two ways, It stimulates the sellers of its own wares 
and at the same time tends to exclude the brands of independents. 

The Bureau closes its report with a summary of objectionable com- 
petitive methods which have been employed by the combination and 
which are listed as follows: 


1. The maintenance of pretended competition in the earlier years of the 
organization. 

2. The common practice of so allotting its brands of harvesting machines 
as to secure an undue proportion of dealers. 

3. Attempted coercion of dealers to handle some lines of the company’s 
products exclusively. 

4. Full-line forcing. 

5. Use of suggested retail price lists. 

6. Use of special and discriminatory prices and terms. 

7. Misrepresentation by salesmen regarding competitors. 


“‘Full-line forcing’’ is a term used to describe the practice of requiring 
dealers to order new lines of the International Harvester Co. as a condi- 
tion to retaining the agency of some brand of the company’s harvesting 
machine. This list of objectionable competitive methods is typical 
of the recent tendency to undertake a governmental restriction of com- 
petition in order to maintain what is regarded as fair competition. 
Business men are developing certain ideals in regard to what is fair 
competition and those interested in the control of interstate commerce 
by the government are developing a more extended and somewhat 
different list of objectionable competitive practices. The practices 
seem to be objectionable in proportion to their effectiveness in eliminat- 


ing the competitor. 
SPURGEON BELL 
UNIVERSITY OF TEXAS 


The Port of Hamburg. By Epwin J. CLtapp. New Haven: Yale 
University Press, 1911. 12mo, pp. xilit+220. $1.50. 

It is truly a fascinating tale here told, of the rise of the modern 
Hamburg, and its close relationship with the development of the modern 
commercial Germany. Sixty years ago Germany was largely dependent 
upon England and other foreign nations for her sea traffic. But in 
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these two generations Hamburg has risen to a rank far beyond that of 
London, and the German flag now flies on a far larger tonnage than 
Britain carries to German shores. Of the foreign commerce of Germany 
70 per cent goes by way of the sea, and more than half of this goes 
through the port of Hamburg. The largest steamship company on 
earth makes this its home port, and in one way or another nearly the 
entire empire has become the hinterland of this growing port. 

Quite as interesting as the growth of Hamburg, and inseparable 
from it, is the development of the Elbe as a waterway, next to the 
Rhine, the most important riverway on earth. “Austria exports via 
the Elbe more than via its own chief seaport, Trieste... .. Trade 
with the East and Central Germany constitutes the main pillar on which 
Hamburg’s seaward trade rests. The significance of the Elbe for 
Hamburg is that it bears four-fifths of this central and East German 
trade, both to and from the interior..... Eighty-six and 5 per 
cent of all freight sent into the [railway] competitive territory was 
carried by the waterways.”’ The service of this riverway and this 
port gives the merchants of Germany, in the character of the service 
rendered and the rates charged, a better opportunity for foreign trade 
than any other merchants on earth enjoy. 

The research here published was undertaken as a patriotic service, 
and the book was written “with the conviction that the much needed 
modernization of our ocean- and Great Lakes-terminals must be along 
the lines followed in Hamburg, and that river transportation in America, 
if it is ever to be resuscitated, must be modeled on that of the great 
German streams, the Elbe and the Rhine.” 

It is refreshing to follow the author from his clear presentation of 
the nature of a great seaport in the introduction, through the eight 
chapters, in which each important element of the problem is discussed 
in detail; the development of Hamburg’s hinterland; the channel to 
the sea; port facilities; waterways and railways; and other significant 
relations. 

And these are facts the American public very much needs to know. 
Why our waterways are not developed and why we are under bondage 
to the railways, we may here learn; the fact is that the fate and service 
of a port can be great or small according to the policy of the contributory 
railways and the rates they give. “The railroads may not only refuse 
to prorate with the waterways as they do with the railroads, but they 
may apply high rates for their acts of feeding and distributing for the 
river, while they put their lowest tariffs on services parallel to it.” The 
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importance of the technical equipment is discussed, poor or absent on 
our riverways, perfectly developed on the German rivers. Yet the 
conditions at Hamburg and on the river Elbe are very similar to our 
own, and their development, almost to the last detail, could be trans- 
ferred bodily to the Mississippi and others of our rivers. The author 
is sure that the future of inland water transportation lies, not in canals, 
but in free rivers like the Mississippi, Rhine, and Elbe. 

On the Elbe, though there is a very large independent barge service, 
the main development of business organization has followed the natural 
trend in other lines, of concentration into large corporations. This 
is one of the best phases of the service, for the shipper is assured of 
season rates, and deliveries as promised, and because these companies 
can make terms with steamship companies and railways, the shipper is 
assured through bills of lading to all foreign countries. 

The superior equipment and service developed in Hamburg and in 
her hinterland along the Elbe lead the author to declare with reason, 
that the Germany of today is “unthinkable without Hamburg, . . . . the 
symbol of German persistence, thoroughness, care of details, apprecia- 
tion of opportunity, and nice adaptation of the means to the end in 
view.” 

The author-investigator has made an admirable study, and its 
presentation is opportune. The literature of water transportation is 


significantly richer for his labors. 
J. Paut GoopE 


UNIVERSITY OF CHICAGO 


History of Road Legislation in Iowa. By JouHN E. BRINDLEY. 
Iowa City: State Historical Society of Iowa, 1912. Pp. 
xiii-+-422. 

This volume is one of the Iowa Economic History series, edited by 
Dr. Benjamin E. Shambaugh, superintendent of the State Historical 
Society. So much has the subject of good roads occupied public atten- 
tion in recent years, both from the state and the national standpoint, 
that this work is very timely. Like many other states, Iowa is realizing 
that her highway administration is inefficient and that her road legisla- 
tion needs rewriting; and as the line of advance is a good criterion by 
which to gauge the effectiveness of proposed legislation for the future, 
this study should be an important guide in helping to decide what 
changes would be most acceptable in the years just ahead. Beginning 
with the time of the earliest settlement of that territory, soon after 1830, 
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through the period when it was successively an integral part of the 
territories of Michigan (1834-36) and Wisconsin (1836-38), until it 
was made a separate territory in 1839, the author traces the nature of 
the Michigan and Wisconsin legislation, which affected the Iowa legisla- 
tion when that country obtained its own separate jurisdiction. The 
highly decentralized system of road administration of Michigan, under 
which the work of supervision and control was parceled out among a 
large group of local officials, was succeeded by a radical change under 
the Wisconsin !aw, when the county system of administration became 
predominant; and Iowa inherited its system of local government from 
Wisconsin. But during the Iowa Territorial period (1838-46), when the 
earlier laws were more or less hastily adapted from those of Michigan, 
Wisconsin, and Ohio, there came to be a strongly marked tendency 
toward the growth of the township principle of local government. 
From 1846 to 1851 the chief feature was the granting to private corpora- 
tions of the privilege of building plank and graded toll roads. In the 
enactment of the Code of 1851, the decentralized local organization for 
the control of roads gave place to a highly centralized control, under 
the authority of the county road supervisor, and the reasons for the 
change are elaborated. So important was this Code of 1851 in its 
bearing upon road management, that the changes since that time, 
according to the author, have been a retrograde movement. From 
1851 to 1853, then, the county was the administrative unit in connection 
with the roads; from the standpoint of finance, responsibility was vested 
chiefly in the county judge, while from the standpoint of actual field 
work and oversight, the county road supervisor exercised extensive 
authority. From 1853 to 1860 a movement toward decentralization 
altered this system by substituting district road supervisors for county 
road supervisors, and responsibility was divided among a long list of 
officials. But opposition to this one-man (county judge) system resulted 
in its overthrow, and the establishment in its place of a county board 
of township supervisors from 1860 to 1870. This, again, was .0ot alto- 
gether satisfactory, and in the period of transition from 1870 to 1883, 
the commissioner system of county government represented a com- 
promise between the county judge and the county board of township 
supervisors. Beginning with 1883, the author traces the good roads 
movement, which by 1902 had obtained such headway that nearly all 
classes of people were demanding fundamental changes in the system of 
road administration; and the work done by the State Highway Com- 
mission and by the Good Roads Association, in collaboration with other 
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organizations, is carefully surveyed. A final chapter urges the impor- 
tance of the study of the road question and furnishes the reader with a 
definite statement of the present good roads movement in the United 
States. In the appendix a brief summary is given of the method of 
road administration in each state of the Union. 

The author’s work has been done with a minuteness and precision 
that are highly desirable, and his references are complete. The legisla- 
tion from year to year is presented in great detail; the substance of all 
important bills, whether passed or not, is noted; and the arguments 
that were employed by both supporters and opponents of such bills 
are judiciously rehearsed. This has been done with such fulness that 
in some cases the tendency is toward monotony; but when we remember 
that this work is a local study, the inclusion of such minutiae is amply 
justified and desirable. The change from each system to that which 
follows it is clearly set forth and the reasons for and against each system 
of administration are given with a lucidity that is admirable. The 
author’s own conclusions, when they are given, are the expression of 
his convictions that centralization of authority is one of the principal 
prerequisites to securing economy and efficiency in the management of 
the roads, and that only experts should be employed in this branch of 
public affairs if the people’s money is not to be half wasted. 

W. T. JACKMAN 

UNIVERSITY OF VERMONT 


Capital Investments in Canada. By Frep W. FIELp. Toronto: 
Monetary Times of Canada. 2d ed., 1912. 8vo. pp. 244-+n. 
$2. 50. 

This study is an attempt to estimate the standing of Canadian credit 
in the world’s financial markets and to determine whether or not the 
enormous borrowing of Canada is to be regretted. Hence the earlier 
part of the book is devoted to a consideration of the actual borrowings 
in Great Britain, the United States, France, and Germany, as well as 
afew other countries. Later, attention is given to investments in govern- 
ment, municipal, railroad, industrial, bank, and other securities. Little 
or no attention is paid to real estate. 

The analysis of Canadian borrowing is followed by a discussion of 
“Ts Canada Overborrowing?”’ It is Mr. Field’s belief that the large 
majority of Canadian securities are of unquestionable value and that 
no loan for a legitimate purpose can be regarded as undesirable. He 
does not believe that Canada’s future has been painted too brightly. 
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Yet certain warnings seem to be worth mentioning. Attention is 
called to the issuing of securities of water-logged mergers. Socialistic 
discussion is decried. While the unfavorable balance of trade is not 
exactly regarded as a source of alarm, yet more trade with Great Britain, 
the chief source of funds, is urged. Real estate speculation is briefly 
criticized. Mr. Field would probably treat the speculators with rather 
less care at the present time. 

The advisability of issuing bearer rather than registered securities 
is ably discussed. The addition of provincial securities to the British 
Trustee List is strongly advocated. 

This study first appeared in the Monetary Times as a series of articles. 
The first edition was merely a reprint; the second is slightly modified 
by the addition of three brief chapters. Practically nothing has been 
done to bring the statements of figures down to date; hence the attempt 
to estimate the standing of Canada’s credit is somewhat less valuable 
than it should be. Moreover the book is very poorly planned; there is 
a great deal of repetition; whole chapters might be reorganized. Differ- 
ent chapters devote space to topics discussed in various other places. 
The sentence structure is the worst possible at places; sentences remain 
unfinished, important clauses are made subordinate, and altogether 
erroneous impressions are given. There are positive errors of fact, some 
of them due, it is true, to the lack of revision for the second edition. 
The book is typically journalistic. Yet there is an excellent index of 
personal names, of companies and institutions, and subjects. The point 
of view of the book is admirable. Mr. Field believes that frank discus- 
sion of the actual facts in respect to Canadian conditions will do good 
rather than harm. One might wish that he had been rather more severe 
on the real estate people. Truly, good credit is better than fraudulently 
got riches; certainly so, at the present stage of Canadian development. 


W. J. A. Donato 
McMaAsTER UNIVERSITY 


The Civil War and Reconstruction in Florida. By Wr.tam 
Watson Davis. (“Columbia University Studies in History, 
Economics, and Public Law,” Vol. LITI.) New York: Long- 
mans, Green & Co., 1913. 8vo, pp. 789. $4.50. 

This is a doctoral dissertation of rather extraordinary character. 

In the first place the author commands a good, clear style which reads 

well and he is, moreover, a student of American history who knows a 
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great deal about history in general and especially the period of the 
Civil War in the United States. This thesis, practically a history of 
Florida from 1819 to 1876, is therefore connected with the current of 
American history; and it is a part of the war—a slice of that mighty 
conflict, if one may use such a term. It needs hardly to be said that 
the study is properly documented at every point and that the conten- 
tions of the writer are so cogently presented that the reader is not likely 
to dissent. 

The burden of the book, and there are nearly 800 pages, is the Civil 
War in Florida and the consequent reconstruction. Every detail of 
these struggles—for both were struggles of the fiercest kind—seems to 
have been presented. Secessionist and Unionist in 1860, volunteer, 
conscript, and deserter later, and finally, radical and conservative in the 
period following the close of the war, all receive full and satisfactory 
descriptions. If fault is to be found with the work it is with the very 
fulness of detail, so many pages for the history of a state with some 
100,000 people is more than even the historian needs. Still it is well to 
have all the facts and to feel at the same time that they have been set 
in their proper bearings. And for the people of Florida it may be necessary 
to have such a thorough and exhaustive treatment by one who knows 
the value of his materials and the relative significance of the events he 
describes. Hence one may not quarrel with the author about the one 
fault of his study—the devotion to detail and the long story of a com- 


paratively unimportant state. 
WILiiAm E. Dopp 


UNIVERSITY OF CHICAGO 


New York Typographical Union No. 6. By GrorGeE A. STEVENS. 
(Bureau of Labor Statistics, Vol. 2, pt. 1.) Albany: New York 
State Department of Labor, 1912. 8vo, pp. xviii+717. 

Mr. George A. Stevens, senior statistician in the New York Depart- 
ment of Labor, has in this monograph set a high standard for the officials 
of state bureaus of labor. As compared with the publications which are 
frequently issued by the state bureaus, his work is a model of excellence. 
The volume, comprising over seven hundred pages, is filled with interest- 
ing historical information concerning the development of trade unionism 
in one of the strongly organized crafts of the country. The author has, 
in my judgment, chosen wisely to trace accurately and completely the 
history of an individual organization. For, in his own words, “it is 











BOOK REVIEWS AND NOTICES 873 


only through close study of individual trades that important details 
relating to the subject [the labor movement] can be gleaned.” While 
the volume is mainly given over to the history of Typographical Union 
No. 6 of New York City it contains a brief review of the general 
labor movement down to 1850, together with a fuller historical treat- 
ment of the previous organizations among the printers from the period 
of the American Revolution until the formation of the New York Printers’ 
Union in 1850. 

The information has been drawn in the main from original sources, 
although for the period prior to 1850 the author has relied primarily, 
though not exclusively, on the excellent report of Ethelbert Stewart in 
the U.S. Bulletin of Labor, No. 61. The large number of cuttings from 
the minutes and proceedings of the unions, from wage agreements and 
scales, private letters and documents, newspaper files, etc., make the 
volume in large measure a documentary history of the union. The 
method of treatment is strictly historical. It is a straightforward recital 
of facts, amplified, as stated, by long quotations from the original docu- 
ments. There has been no attempt to interpret the movement or to 
explain its economic and philosophic causes. The reader may even feel 
that the author has failed to catch the spirit of historical interpreta- 
tion. However, the work has been so well done that this fault, if it be a 
fault, may be overlooked. Mr. Stevens has made an important and use- 
ful contribution to the history of the labor movement in this country. 


F. S. DEIBLER 
NORTHWESTERN UNIVERSITY 


How to Become a Citizen of the United States of America. Wie 
Werde Ich Biirger der Vereinigten Staaten von Amerika? By 
CHARLES KALLMEYER. New York: Charles Kallmeyer Pub- 
lishing Co., 1913. 8vo, pp. 127. $1.00. 

In its fifth revised and enlarged edition, this book presents as 
its subject-matter a simple and detailed statement, successively in the 
English and the German languages, of (1) the new naturalization act of 
June, 1906, (2) a brief exposition of the form of our government, and the 
right of its citizens at home and abroad, and (3) an explanation of the 
various requirements in the process of obtaining citizenship. It should 
prove to be a useful little handbook for prospective citizens. 
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An Encyclopedia of Industrialism. London: Thomas Nelson & Sons, 
1912. 16mo, pp. xi+543. Is. net. 

This admirable little book is one of the series of “‘ Nelson’s Encyclopaedic 
Library.” By “industrialism” is meant “those social and economic conditions 
which have been brought about by the modern development of manufactures, 
together with the concomitant ‘extractive’ and transporting industries.” 
It includes the problems brought about by the increase and concentration of 
population, the problems of the production and distribution of wealth, and 
treats, among other things, of new fiscal and educational systems, trusts, 
labor organizations and disputes, social legislation, and emigration. The 
book is concerned primarily with conditions in Great Britain, although 
some attention is paid to the situation in the colonies, in the United States, 
in Germany, in France, and in other countries. 

Thirty subjects are treated in articles varying in length from eight to thirty- 
seven pages by twenty different writers. Among the writers are W. J. Ashley, 
A. L. Bowley, S. J. Chapman, J. S. Nicholson, Arthur Shadwell, and Philip 
Snowden, whose names guarantee the quality of the work. Most of the articles 
have an analysis at the beginning, and several have bibliographies which 
include, in some instances, references to French and German books as well as 
to English and American authorities. The arrangement is alphabetical and 
besides the thirty articles, 106 entries are made with references to the articles. 
In the text, frequent cross-references are given. These features, together with 
a rather full index, make it possible to get, without difficulty, all of the informa- 
tion the book contains on any given topic. A few of the articles are illustrated, 
for example, the article on “Factory Construction.” Numerous statistical 
tables are given. Usually, though not always, the figures are brought down 
to 1910 Or IQII. 

The American reader will perhaps be most interested in the accounts of 
some of the later British social legislation, such as the Health Insurance Bill 
of 1911, the Labor Exchanges Act of 1909, the Minimum Wage (Trade Boards) 
Act of 1909, and the Coal Mines (Minimum Wage) Act of 1912. 


The Sale of Liquor in the South. By LEonaArD Stott BiakEy. (“‘Col- 
umbia University Studies in History, Economics, and Public 
Law,” Vol. LI.) New York: Longmans, Green & Co., 1912. 
4to, pp. 56. $1.00. 

This is an enlightening statistical study of the prohibitory movement 
against the sale of liquor in the South. The fourteen southern commonwealths 
located south of the state of Pennsylvania, the Ohio River, and the states of 
Missouri and Oklahoma were selected as the field for this investigation, because 
of the peculiar fact that in every state of this group the same method of repres- 
sion was employed; i.e., “local-prohibition-through-special-legislation.” 
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After a careful statement of the problem the author considers, successively, 
the progress in the repression of the saloon, the dispensary movement in the 
South, hindrances of federal law to prohibitory enforcement, and the Negro 
as a factor in the prohibitory movement. The final chapter is devoted to a 
conclusion, giving critical information, regarding the origin of the movement 
in the South, the methods of repression employed, and the results achieved. 

The principal sources of information are the reports of the United States 
Census, reports of the state departments of the different southern common- 
wealths, county local-option elections, and statutory enactments assembled 
from the session laws of the states involved. The data thus secured have 
been appended to the body of the work in the form of tables, maps, charts, 
lists of statutes, and official reports, making the whole perfectly intelligible to the 
general reader, and affording a basis for testing any of the conclusions drawn, 
or for taking up a more intensive study of the subject. 

Though complete in itself, the present study is only a part of a wider 
investigation along similar lines, which the author intends to make, for other 
parts of the United States. The method of treatment pursued and the char- 
acter of the information presented make the contribution noteworthy to all who 
are interested in this far-reaching problem. 


Elementary Economics. By S. J. CuapmMan. London: Longmans, 
Green & Co., 1913. 12mo, pp. x+163. $0.75. 

This little volume is an abridgment of the author’s Political Economy 
(1912) and is intended to prepare the reader for his Outlines of Political Econ- 
omy (1913). It is confined almost entirely to a discussion of general principles, 
omitting any treatment of the ethical or practical relations of economics. 

The book can hardly be classed as one valuable for use as a text in begin- 
ning economics. It is more of a handbook on the subject for general readers 
and is therefore difficult to estimate as a contribution to economic science. 
Most of the general principles are touched upon, but scarcely more than that. 
For example, such important subjects as demand, capital, markets, purchasing 
power of money, etc., are accorded one page for treatment, and many other 
important phenomena are dismissed with little more than broad, general 
statements concerning them. To be sure, a detailed treatment is probably 
unnecessary and certainly impossible in a book with such limitations. 

Professor Chapman is apparently a follower of Marshall in his views 
on utility, and on demand and supply and their relative combination in deter- 
mining price. He accepts the Ricardian doctrine of rent in its application to 
“fertility,” “situational,” and even “personal’’ rents. Differences in the 
values of goods in different countries is his explanation of international trade. 
He distinguishes between gross and net or pure interest, the latter being 
distinctly a payment for the loan of capital, while the former includes this 
together with payments to cover risk and worry. The interest rate is fixed 
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by the relation of the total supply of capital to the total demand for it. Like 
interest, wages and profits are marginal as they are fixed by the relative capa- 
cities of laborers and entrepreneurs. 

Aside from the possible weakness of being overscientific and exact instead 
of illuminatingly clear and simple, as a work of this nature should be, the book 
as a whole may be said to be a successful attempt (if such attempts can be 
successful) to present in a brief, summary form the fundamentals of economics. 


Women and Economic Evolution. By THERESA ScHMID McManon. 
Bulletin of the University of Wisconsin, No. 496. Madison, Wis., 
1912. 8vo, pp. 132. $0.25. 

The question of the relationship between industrial changes and the posi- 
tion of women as this would appear from a brief historical survey is the author’s 
thesis. The main line of argument is that the original division of labor between 
men and women was made for the purpose of serving the convenience of both, 
it being to woman’s advantage to have her work center about the hearth. 
The principle of division continued to be the same, always tending to keep 
women at home. They therefore did not meet industrial conditions at first 
hand and consequently took a passive attitude toward social institutions. 
With the industrial revolution much of the work of economic value that women 
had been doing in the home was taken out of it and to maintain their homes 
they had to follow the work. At least this was true of the poorer classes where 
the women often had an immediate experience with social and economic con- 
ditions. In the middle and upper classes the result was greatly increased 
leisure for the women and an opportunity for self-cultivation which has turned 
the interest of some to social problems. In other cases, however, it has devel- 
oped a class of parasites. These changes in the status of women are reflected 
in changes in the home, birth-rate, divorce, etc. 

An attempt to handle such a subject, even if only in its historical phases, 
in the space of not much over a hundred pages necessarily results in super- 
ficial treatment and the consequent weakening of the author’s conclusions. 
It is unfortunate that a considerable number of typographical errors should 
have been allowed to remain. 


Cyclopedia of Practical Accounting. By JAMES B. GRIFFITH, CHARLES 
A. SWEETLAND, and OTHERS. Chicago: American School of Cor- 
respondence, 1912. 4 vols., pp. 402, 425, 426, 434. $12.80. 

The treatise evidently aims to give a complete review of the entire field of 
accounting. The volumes start out with a discussion of the theory of accounts, 
and then proceed to show the methods of keeping the books of various kinds of 
organizations, from single proprietors to corporations, and of different kinds 
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of businesses, including wholesale and retail establishments, banks, mail-order 
houses, hotels, insurance companies, and contracting firms. 

To one who is familiar with accounting practice, the books contain much 
suggestive material. Unfortunately the data are poorly organized and there 
is unnecessary repetition both in text and in illustrative material. The dis- 
cussion of the theory of accounts is hardly more than an exposition of book- 
keeping terminology. The last volume contains a number of “Practical 
Accounting Problems and Solutions.”” The compilers of the cyclopedia were 
unfortunate in picking some of their solutions, notably to Problems 49 and 50. 
These two solutions appear in the volume of a well-known writer' and are 
incorrect. Incidentally, the editor of the set neglects to give credit to the 
author of the solutions, either in a footnote or in the list of “‘ Authorities Con- 
sulted.” This part of the work would aiso have been materially improved if 
solutions for Problems 30 to 47 had been given. From a mechanical point of 
view the books are excellent; the half-tone illustrations are especially good 
and are well selected. 


The Elements of Child Protection. By Sicmunp ENGEL. Translated 
from the German by Dr. Epen Paut. New York: Macmillan, 
1912. 8vo, pp. xii+276. $3.50 net. 

This stimulating volume has for its purpose a presentation of all the prob- 
lems of child protection from the standpoints of modern socialism and modern 
social science. In view of the breadth of its scope—embracing, as it does, 
conditions in all the leading countries of the civilized world—one is not sur- 
prised to learn that the author carefully limits his field. He makes no attempt 
to write a history, philosophy, or handbook of child protection, but restricts 
himself rather to a clear presentation of all the present-day problems of child 
protection common to the leading countries. Although it is not claimed that 
the contents of the work are entirely the results of personal investigations in 
the various countries concerned, nevertheless the soundness of the observations 
presented with respect to the United States are such as to inspire confidence 
in the reliability of the book as a whole. The discriminating way in which 
the immense bulk of available material has been handledisadmirable. Judged 
from the standpoint of its purpose, and the achievement of that purpose, a 
translation of the book was well worth while. 


Elements of Accounting. By JoserH J. Kie1n. New York: D. Apple- 
ton & Co., 1913. Pp. xiv+422. $1.50. 
The object of the author was to write a treatise that would be used as an 
introductory text for colleges and universities. The first four chapters are 
devoted to a general exposition of bookkeeping principles. Chaps. v and vi 


t Accountancy Problems and Solutions. By Leo Greendlinger. Vol. II, pp. 14-22. 
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present the main features of partnership and corporation accounting. Chaps. 
vii to x discuss the essentials of the balance sheet and income and expense 
statements. Chaps. xi and xii treat of insolvency; chaps. xiii and xiv are 
brief but well-written summaries of the more common problems of cost account- 
ing. The book closes with a brief chapter on auditing. 

While the author may be criticized for not conceiving a larger ideal in 
writing his work, the text fulfils its purposes admirably. In the book are to 
be found no new accounting concepts. No attempt is made to show the rela- 
tionship of accountancy to the larger problems of business administration. 
The author limits himself to making an exposition of the present practice in 
the more ordinary lines of accounting activity. He is clear in his explanations 
and drives home his points by giving the students a list of exercises at the close 
of each chapter, supplemented by a great number of questions and problems 
at the end of the text. 

The value of the book is augmented by a well-selected bibliography at 
the end of each chapter, and by an index. 


The Old Law and the New Order. By GrorcE W. ALGER. Boston: 
Houghton Mifflin Co., 1913. 8vo, pp. 295. $1.25 net. 

Criticism of our courts and of their relations to law-making and law 
enforcement is the common practice of writers today, and this, in the opinion 
of the writer, represents a distinct change from the attitude of an earlier day. 
But it is also his belief that modern conditions demand such criticism in order 
that reforms may come about both in judicial procedure and in the standards 
of justice which now prevail. His ideas of the points at which our present 
system breaks down and of the lines along which changes should be made are 
here gathered together in a series of papers all of which are reprints of what 
has previously been published. The papers are well and interestingly written 
with an effort to make clear to a general reading public the writer’s convic- 
tions on the special subjects that he discusses. Thus the paper on “The Police 
Judge and the Public” shows vividly the present failure to comprehend the 
difficulties and possibilities that are presented to this court in a great city. 
In some of the other papers he shows how a distorted justice results from 
the failure of courts of law to recognize changes in industrial conditions and 
methods of production. 


Women in the Bookbinding Trade. By MAry VAN KLEECK. New York: 
Survey Associates, Inc., 1913. 12mo, pp. xx+270. $1.50. 

The Russell Sage Foundation is publishing in this study the results of a 
careful investigation of the work of bindery women in Manhattan with the idea 
that conditions there may be taken as an index of bindery work throughout 
the country. The report is a careful piece of work in which effective use 
has been made of the material furnished by the investigation. There are 
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some especially telling charts and the large number of statistical tables are 
well constructed and helpful. 

The investigation itself seems to have covered the ground very thoroughly 
and intelligently. It includes a study of bindery conditions from the view- 
points both of employer and worker, the relationship of working conditions 
(especially irregularity of employment) to the home life of the worker, and the 
influence of trade unionism. This discussion of the various phases of the 
present situation is followed by a chapter on the desirability of bindery work 
as a trade for women and its possibilities of future development. However, 
the writer realizes that the complexities of this subject—on account of the 
interrelations of this and other trades, and of other branches of the same trade, 
changing trade conditions, labor legislation, and the shifting of public opinion 
—make it unsafe ground for very positive discussion. She therefore limits 
herself to certain concrete suggestions regarding laws limiting the hours of 
women’s work and some other forms of state intervention by legislation. 


Soziologie und Statistik. By Dr. Franz Zizek. Munich and Leipzig: 
Duncker und Humblot, 1912. 12mo, pp. 47. M. 1.50. 


On the occasion of the foundation of a statistical society as a branch of the 
German Sociological Society, Dr. Zizek published this pamphlet to explain and 
justify, in a measure, such action. To his mind the two societies will find it to 
their mutual advantage since the two have much in common, especially the 
material with which they deal and also the object of their efforts. That they 
have not found this out sooner has worked to hamper both sciences, for though 
much of the work of statistics is of use only to special social sciences, yet some 
of it transcends the field of any one and is in fact sociological data. Such, 
for instance, is statistical material that throws light on the study of eugenics. 
On the other hand, he holds that sociology must found itself more on actual 
scientific observation and less on analogies and introspective calculations. 
This it can best do with the aid of statistics. Thus the author finds ample 
reason for approving and urging a closer co-operation between the two sciences 
without in any way implying that either should thereby lose its separate exist- 
ence. 


A Short History of the American Negro. By BENJAMIN GRIFFITH 
BRAWLEY. New York: Macmillan, 1913. Pp. xvit+247. $1.25 
net. 

The first half of this book sketches briefly the main circumstances of the 
development and the overthrow of Negro slavery in the United States. The 
treatment follows well-defined paths as to method and content except that 
special emphasis is placed upon the achievements of individual Negroes during 
the period. The latter half of the book deals with the agencies that have since 
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the War been working toward the Negro’s advancement. The Negro’s own 
efforts to better his condition, especially in matters of education and general 
culture, and the work of the particular leaders in the movement are set forth 
in some detail. Only passing notice is given the economic and social status 
of the Negro in the South, and no formal solution of the “‘Negro problem”? is 
offered. On the whole the book aims at a fair, though sympathetic, treatment 
of the Negro’s efforts toward social progress. 


The American Spirit. By Oscar S. Straus. New York: The Century 
Co., 1913. 8vo, pp. 379. $2.00 net. 


This volume is composed of a collection of twenty-three addresses and 
magazine articles by the former secretary of commerce and labor, dealing 
with American institutions and international relations, and paying tribute to a 
few of our prominent men. While only the first address deals directly with 
the American spirit, every succeeding chapter, whatever its title, helps to throw 
light on the author’s conception of what America really stands for. Through- 
out the book there is evidenced a strong feeling of patriotism, and an earnest 
zeal for true progress. An intimate knowledge of American history is dis- 
played, especially as regards our diplomatic relations and policies. The book 
is interesting and inspiring, and has in it much information not elsewhere 
available to the average student. 


A Sunny Life: The Biography of Samuel June Barrows. By IsaBet C. 
Barrows. Boston: Little, Brown & Co., 1913. 12mo0, pp. xi+ 
323. $1.50 net. 

In this biography a fond and devoted wife gives an extremely intimate 
and personal account of the activities of her husband and hero. Those who 
care to follow the personal side of reform movements will find some things of 
interest in the account of Mr. Barrows’ connection with the Prison Association 
of New York and the International Prison Association. 








